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FROM  THE  UNITED  STATES  REVENUE  COMMISSION. 


REPORT  XJPO^^ 

THE  PROPERTY  IX  THE  FUNDS,  AND  THE  INCOME  DERIVED 
THEREFROM  AS  A  SOURCE  OF  NATIONAL  REVENUE.  THE 
FINANCIAL  SYSTEM  OF  THE  UNITED  STATES,  THE  CREATION 
OF  A  SINKING  FUND,  AND  TAXATION  IN  GENERAL. 

Office  of  the  United  States  Revenxe  ('ommissiox,  ) 

January,  1866.  \ 

To  THE  Honorable  Hugh  McCulloch, 

Secretary  of  the  Treasury  : 

Sir  :  The  Revenue  Commission  were  required  by  the  act  of  Congress 
authorizing  their  appointment,  to  inquire  and  report  at  the  earliest 
practicable  moment,  upon  the  subject  of  raising  by  taxation  such  revenue 
as  may  be  necessary,  in  order  to  supply  the  wants  of  the  government, 
having  regard  to,  and  including,  the  sources  from  which  such  revenue 
should  be  drawn,  and  the  best  and  most  efficient  mode  of  raising  the 
same,  and  to  report  the  form  of  a  bill.’^ 

On  the  24th  of  August,  1865,  the  following,  among  other  resolutions, 
were  adopted  by  the  Commission  : 

‘‘^Resolved,  That  the  subjects  of  the  taxation  of  United  States  secu¬ 
rities,  and  of  finance  in  connection  therewith,  tax  on  sales  and  incomes, 
and  equalization  of  tax  on  manufactures,  and  tax  on  j)etroleum,  be  com¬ 
mitted  to  Mr.  Hayes.’' 

A  member  having  a  particular  subject  in  charge,  shall  prepare  a 
report  upon  the  same,  and  present  it  with  his  signature  to  the  Com¬ 
mission  for  apjjroval,  and  if  approved  by  a  majority  of  the  Commis¬ 
sion,  said  report  shall  be  made  as  the  report  of  the  Commission,  and 
also  signed  by  the  other  members  approving  it.  Any  member  disap¬ 
proving  the  conclusions  or  reports  of  the  Commission  may  make  a 
separate  report.” 

It  thus  devolved  upon  Mr.  Hayes  to  examine  into  the  subject 
of  the  taxation  of  United  States  securities,  as  one  of  the  sources 
of  national  revenue,  and  of  finance  in  connection  therewith,  to  form 
an  opinion  thereon,  and  to  prepare  and  present  to  the  Commission  for 
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approval  a  report  upon  the  subject,  to  be  made  as  the  report  of  the  Com¬ 
mission  if  approved  by  a  majority. 

In  compliance  with  this  requisition,  he  examined  the  subject,  and 
presented  his  conclusions  in  part,  with  the  proposition  that  the  Com¬ 
mission  report  and  recommend  the  passage  of,  a  bill  for  levying  a  special 
permanent  tax  upon  incomes  derived  from  the  interest  on  any  and  all  secu¬ 
rities,  and  other  indebtedness,  of  the  United  States,  owned  at  the  time 
of  the  passage  of  the  act,  by  any  person  residing  in  the  United  States, 
or  by  any  citizen  of  the  United  States  residing  abroad,  equal  to  one 
per  cent,  of  the  principal  of  the  said  securities  or  indebtedness,  the 
proceeds  thereof  to  be  held  and  applied  as  a  trust  fund  for  the  payment 
of  the  public  debt. 

The  majority  of  the  Commission,  upon  a  partial  consideration,  did 
not  accede  to  the  proposition  to  recommend  the  passage  of  the 
bill,  but  agreed  that  Mr.  Hayes  might  present  it,  with  his  conclusions 
and  the  facts  and  arguments  to  support  them,*  in  a  separate  report, 
and  that  it  would  meet  the  approval  of  the  Commission  for  him  to 
do  so. 

Under  a  sense  of  duty,  and  believing  that  Congress  are  entitled 
to  the  results  of,  the  examination  upon  a  subject  so  important,  he 
prepared  the  following  report,  and  having  first  presented  it  to  the 
other  members  of  the  Commission,  he  now  transmits  it  to  you. 
As  he  dissents  in  some  particulars  from  the  views  embodied  in  the  gen¬ 
eral  report,  which,  however,  he  approves  as  a  whole,  on  account  of  the 
ameliorations  proposed  by  it  in  the  present  internal  revenue  laws,  he 
has  taken  occasion  to  express  his  opinions  briefly  upon  the  general  sub¬ 
ject  of  taxation. 


THE  PUBLIC  DEBT. 

The  United  States  Securities  are  obligations  issued  by  the  govern¬ 
ment  under  the  provisions  of  certain  Acts  of  Congress,  passed  by  virtue 
of  the  following  clause  of  the  Constitution  : 

The  Congress  shall  have  power  : — -to  borrow  money  on  the  credit  of 
the  United  States.'*^ 

Z7.  S,  Const.,  Art.  1,  Sec.  8,  ^  2. 

The  following  is  the  statement  and  description  of  the  bonds,  certifi¬ 
cates,  and  other  securities,  and  other  recognized  indebtedness  of  the 
United  States,  outstanding  and  existing  on  the  30th  day  of  November, 
1865,  as  made  and  published  by  the  Honorable  Secretary  of  the  Treas¬ 
ury  : 
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JPUBLIC  DEBT  OF  THE  UNITEH  STATES 


NOVEMBER  30,  18S6. 


D  E  13  '!■  B  E  A  U  I  N  G  INTEREST  IX  COIN. 


ACTHORIZISQ  ACTS. 


January  2S,  1S47. 
March  31,  ISIS  . 
June  14. 1S5S  .... 
June  22,  1S60..., 
February  8,  ISOl, 


OUARACTER  OF  ISSUE. 


. .  Honda  . 

, .  .1  Bondr' . . 

. . .  Honda . . 

. . .  I  Bouda . . 

'  Bonds  . 


July  17  and  August  5,  ISCl.  .1  Bonds. 

July  17  and  August  5,  1361..'  Bonds  exchanged  for  T  3-10, 


I'Vbiuary  25,  1862 . ^  Bonds,  5-20’8 . 

June  DO,  18C4 .  Bonds,  5-20*? . 

March  3, 1865  .  Bonds,  0-20'a — Conversions . . 

March  3, 18G4 . ^  Bonds,  10-40a . . 


I, 


March  2,  1801 .  Bonds.  Oregon  Wav. 

March  3,  1863 . |  Bonds . . 

Aggregate  of  debt  bearing  Coin  Interest. . 


AMOUNT  OUT6TANDI.VG. 


0  per  cent...  . 

0  per  coni'.. .  . . ..  !!!' 

$9,415.2.50 
8, 908, .341 

5  per  cent. . .  I . 

0  per  cent..  .1  . 

Oner  cent...  1 

7,022.000 

18,415.000 

139,252,450 

1,016,000 

75.000.000 

6  per  cent . 

$1,107,160,041  80 


WHEN  REDEE.MADLK  OR  1 


Payable  after  Pecember  31, 1867 . 

Payable  after  20  years  from  July  1, 1848 . 

Payable  alter  15  years  from  January  1.  18.50. . 
Payable  after  10  ycara  from  January  1,  ISOl.. 

Payable  after  December  31,  1^0 . 

Payable  at  pleasure  of  Government  after  20 

years  from  June  30,  ISCl . . 

Payable  at  pleasure  of  Government  after  20 

years  from  June  30,  1801 . 

Redeemable  after  5  and  payable  20  years  from 

May  1,  1802 . 

Redeemable  after  5  and  payable  20  years  from 

November  1.  1804 . 

Redeemable  after  5  and  payable  20  years  from 

November  1,  1805  . 

Redeemable  after  10  and  payable  40  years  from 

March  1,  1804  . 

Redeemable  20  years  from  July  1,  ISOl . 

Payable  after  June  30,  1881 . 


DEBT  B  E  ii.  K  I  N  a  INTEREST  IN  LAWFUL  MONEY. 


Jiilyl,  1862,  and  July2, 1804 
July  1, 1802,  and  July  2, 1804 

July  11.  1S02 . 

July  11,  1862 . 

July  II.  180-2 . 

March  1, 1SC2 . 

March  3  1863 . 

Less  withilrawn  and  destroyed 
or  ready  to  be  destroyed. . . . 


March  0,1863.  <fe  June  30.1804 
Less  withdrawn  and  destroyed 
or  ready  to  be  destroyed  . . . 


June  30,  1864. . . . 
March  3,  1805 . 


March  3,  1.865,. 
March  3,  1865 . . 


Bond?,  Union  Pacific  R.  R.  Co.  (E.D.) 
Bonds,  Central  Pacific R.  R.  Co.. 

Temporary  Loan . 

Temporary  Loan . 

Temporary  Loan . 

Certificab's  of  ludebtedne^ . . 

One  and  Two  Years  Note? . 


3  Years  Compound  Interest  Notes. . . 


3  Year*  Treasury  Notes. . 
3  Years  Treasury  Notes  . 


3  Years  Treasury  Notes  . . 
3  Years  Treasury  Notes  . 


Aggregate  of  debt  bearing  Lawful  Money  Interest. 


0  per  cent.. 
0  per  cent  . 

4  per  cent. . 

5  per  cent. , 
0  per  ceiit. . 

6  per  cent.. 
0  per  cout.. 


$  ii,')ijii.uoo  01) 

178.403,099  00 
22:i.SG4,14l)  01) 
50,351,099  00 


7  3-10  per  r 
7  8-10  per  c 


7  3-10  psr  c. 

7  3-10  per  c  ' 


2:!4,4<)0,0U0  Of) 
^J^0n0,O[)0  00 


$040,000 

no 

l,S:)8,(|on 

no 

612,227 

98 

21,6-14.710 

05 

07.266,1(58 

4T 

55,921,000 

00 

32530,901 

00 

167,012,141 

00 

300,000,000 

00 

300.000,001) 

00 

230.000.000 

00 

$1,177,531,149 

10 

Payable  after  November  1,  1825. . . 
Payable  after  January  10.  1895.  . . 
Teu  days  notice  after  thirty  days . . 
Ten  days  notice  after  thirty  days, . 
Ten  days  notice  after  thirty  days. . 
One  year  from  date . .  . . 


Three  years  ft'om  date. . 


Three  years  from  date.. 
Three  years  from  date . . 
Three  years  from  date. . 


$r><>1.9]5  no 
5:14,5:10  50 
1, 0110,0(10  (10 
Kl  100  00 
1,1W,U00  00 

3,000,000  00 
8,355,147  00 
30,SSC,S20  00 
6,000,000  00 


WREN  TATADLE. 


January  and  July . 

January  and  .July . . 

January  and  July . . 

.January  and  July . 

J.anuary  and  July . 

January  and  July . 

January  and  July . 

May  and  November . 

May  and  November. . . 


Aggregate  Lawful  Money  Interest  . 


3, '135, 418  no  . 

Sills'?, 51)5  00 
en.'iCi)  00 

4,511(1,(1011  no 

OS  032,275  50 

$':8.4on  no 
113.88U  on 
24.489  11 

1 

fiS-l.-ll-lft  53 

4 

):(3.570  10 

3 

376.200  00 

1 

020,845  C5 

21 

900.000  00 

21 

900,000  00 

16 

790, OvO  00 

70 

864,679  79 

January  10  and  .July  10. 
January  16  and  July  10. 


One  year  from  date  - . . . 
One  year  from  date. . . 

At  maturity . 

Aug.  15  and  Feb.  15. . 
June  10  and  Dec.  1ft. . 
July  15  and  Jan.  15  . 


DEBT  0  -S'  WHICH  INTEREST  HAS  CEASED. 


S?pteinbcr  9, 1850  . 

July  17, 1861 . 

April  15, 1842 . 

Acta  prior  to  1857. . 

Diceinber  23, 18.57. . 

December  17,  1800.. 

March  2,  ISOl . 

July  11,  180-2 . 


Bonds,  Texas  Indemnity . 

Notes,  Three  Yiars . 

Bond.s . 

Tiea  ury  Notes . 

Treasury  Notes . 

Treasury  Notes . 

Treasury  Notes . 

Temporary  Coin  Loan . 


Aggregate  of  debt  on  which  Interest  has  ceased. 


$720,000  00 

No  interiiit . 

200,500  00 

No  intere.^t. . . . 

81.208  68 

No  interest . 

1  10.4,511  64 

ono  00 

4,601)  00 

No  iutercst . . . 

1,200  00 

$1,187,480  32 

1  1 

July  17,  August  5,  1801,  and 

February  12,  1862 . 

Lo-’S  amount  withdrawn . 


United  States  Notes 


No  interest. . 


Amount  outstanding. 


February  25,  July  11.  1802, 
and  January  17,  1803 . 


United  St.ktea  Notes. 


No  iutereit. . 


$G0, non, 9(10  09 
69,607,930  00 

392,070  00 
398,180,124  no 


$398,581,194  no 


Issued  in  redemption  of  Tem¬ 
porary  Loan . 

Lea?  amount  withdrawn . 

July  17, 1802  . 

March  3, 1803 . 


, United  States  Notes. 


Fractional  Currency . . 

Fractional  Currency . 


No  int.-reet. . 

. I 

No  interest.  .1 
No  interest. .{ 


March  3, 1S03 


Gol  1  C.’vtificatea  of  Deposit. 


49.300,202  00 
21,140,000  00 


8,645,351  04 
17,559,845  56 


Suspended  r.  y  iLition*. 


Amount  in  Treasury. 


Coin . 

Cunency 


47,224,370  10 
44,.5S7,141  57 


Agggreute  of  debt  not  bearing  Interest. 


23,100,202  00 

26,105,197  20 
7,200,440  00 

$460,047,033  20 
509,231  00 

$400,556,264  20 

91,811,520  07 
$308,744,743  53 


reca:*itulation. 


_ 

AMOIIXT  OUT.SrAXnlNO. 

INTERREI 

IjEGAI.  TF.XriER  XOTE0  IX  OIROOI..mON’. 

AMOUXT. 

Debt  bearing  iutereit  in  Coin . .  . 

Debt  bearing  interest  in  Lawful  Money. . 

Debt  on  which  interest  ha?  ceased . 

$1,107.10'>.941  .81 
1.177.5:11,141  10 
1,187,480  .32 

$as,o3‘i 

70,SGii 

15  50 
19  79 

$32,5.80,901 

302,070 

420.349,326 

$-’,711,633,314  75 

$138,89g1 

>6  29 

$026,290,435 

f 


y  '>  JSi  ■  \ 


V.'  •  ^  <  V 


•f 


i 


•I" 


E 


'Nfyi  -j  - ■ 


^  t  • 


..V  *  . 

*.  A*-'— 


toir  gfrt 


-y 


mad^e  and  pufe]©fced  by  the  Honorable  Secretary  of  tbe 


i 


>  » .'■  ‘,- 


;  ''m 


By  the  last  statement  of  the  Hon.  Secretary  of  the  Treasury,  it  ap¬ 
pears  that  the  following  was  the  amount  of  the  Public  Debt  on  the  1st 
day  of  January,  1866  :  * 


Debt  bearing  Coin  Interest . $1,167,148,291  80 

Debt  bearing  Interest  in  Lawful  Money .  1,179,475,235  50 

Matured  Debt  not  presented  for  payment .  1,16^,880  32 

Debt  bearing  no  Interest .  459,519,950  37 


Total  Debt . $2,807,310,357  99 

Amount  in  Treasury,  Coin. . . .  845,735,550  69 

Currency,  44.993,271  11  90,728,821  80 

Amount  of  Debts  less  Cash  in  Treasury.  ..$2,716,581,536  19 

LEGAL-TENDER  NOTES. 


One  and  Two  Years  5  per  cent  Notes .  $8,536,900  00 

United  States  Notes .  426,231,389  75 

Compound  Interest  Notes .  180,012,141  00 

Fractional  Currency .  26,000,420  62 


Total . . . .  $640,780,851  37 


These  securities  were  issued  and  sold  by  direction  of  the  Treasury 
Department,  from  time  to  time,  in  various  amounts  and  at  prices  which 
may  be  inferred  from  the  following  tables. 
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Table  showing  the  Avei'age  Price  at  New  York,  in  lawful  money  and  in  Gold, 


of  United  States  Five  and  Six  per  cent.  Stocks,  issued  before  the  War,  for  each 
quarter  of  the  years  1860,  1861,  1862,  1863  and  1864, 


Quarter  Years. 


1860: 


1st  quarter, 

average 

price 

2d  “ 

a 

3d  “ 

a 

u 

4th  “ 

u 

( ( 

1861  : 


1st 

quarter. 

average  price 

2d 

u 

3d 

a 

(( 

4th 

u 

u 

u 

1862  : 


l.st 

quarter, 

average 

price 

2d 

(( 

3d 

it 

a 

4th 

ft 

n 

a 

5’sofl874.  1  6’sofl868. 

I 


In  lawful 
Money. 

In  Gold. 

1 .  OOf 

l.OOf 

1.031 

1.031 

1.021 

1.021 

.971 

.97^ 

.90f 

.90f 

.78f 

.78f 

.79f 

.79f 

.83 

.83 

.821 

.801- 

.  92f 

.  891 

.881 

.76* 

.921 

.70f 

! 


In  lawful 
Money 

In  Gold. 

1.061 

1.06f 

1.08i 

1.08^ 

1.08f 

1.08f 

1.011- 

1.011 

■m 

•971 

.911 

911 

i  *881- 

.88f 

1  .911 

.911 

! 

.90f 

■m 

1.001 

.  96ylj- 

.981 

.84.J1 

1.021 

.78 

6’s  of  1881. 


1863: 


In  Lawful 
Money. 


In  Gold. 


1st  quarter,  average  price 
2(1  “  “  “ 

3d  “ 

4th  “  “  ‘‘ 


.9U 

.97|. 

.98* 

•99t 


.66 

74_9_ 

•'^10 

.66 


.98f 
1 .07f 
1.06 
1.09i 


.63tV 

.72f 

.80iV 

.731- 


1864 : 

1st  quarter,  average  price 
2d  “  “  “ 

3d  “  “ 

4th  “  “ 


<4-1 

O  0^ 
3  -tJ 

o 


a; 

u 

03 

a 


<4-1 

o 


3 

o 


<D 

C3 

a 


1.08|- 

1.04 

1.061 

1.101 


.68,1, 

.541 

442. 

/j  Q  .3 
*  ^^To 
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Table  showing  the  Average  Price  at  Kew  YorJc^  in  lawful  Money  and  in  Gold^  of 
United  States  Five  and  Six  per  cent.  Stocks  issued  before  the  War,  for  each  of  the 
Tears  1860,  1861,  1862,  1863,  and  1864. 


YEARS. 

5’s  of  1874. 

6’s  of  1868. 

In  law  ful 
Money. 

In  Gold. 

In  lawful 
Money. 

In  Gold. 

1860, 

average 

price . 

l.Oli 

l.Oli 

1.06i 

1.06i 

1861, 

C( 

u 

.83 

.83 

.921 

.<121 

1862, 

a 

a 

.89 

•TVu 

.97f 

.87 

U.  S.  6’s,  1881. 

1863, 

i  « 

u 

.66i 

•  •  •  • 

•  •  •  • 

u 

u 

....  1 

Out  of  the 

Out  of  the 

l.Oof 

.721 

1864, 

a 

....  i 

market. 

market. 

l.OTf 

.54 

The  average  price  at  New  York,  for  the  term  of  four  years,  from 
January  1,  1860,  to  January  1,  1864,  of  United  States  five  per 
cent,  stocks,  issued  before  the  war,  was,  in  lawful  money,  S-92f,  in 
gold  .824-. 

The  average  price  for  the  term  of  five  years,  from  January  1,  1860,  to 
January  1,  1865,  of  United  States  six  per  cents,  issued  before  the 
war,  was  in  lawful  money  $1.01  and  in  gold  $.82  J. 
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Table  showing  the  Average  Price  at  New  Yorh^  in  lawful  Money  and  in  Gold,  of 
United  States  Securities  issued  since  the  Beginning  of  the  War,  for  each  Quarter  of 
the  Years  1862,  1863,  1864,  and  1865. 


Payable  in  lawful  Money. 

Payable  in  Specie. 

6’s  Certificates. 

7  3-10  Notes. 

6’s  Bonds 

,  10-40. 

6’s  Bonds, 

5-20’s. 

QuARTitR  Years. 

d_  .. 

a 

•9-.- 

d 

•9- 1; 

c 

a 

aj  5  ^ 
•g^§ 

as 

'C  o 
PhO 

OJ  d  <15 

111 

.Is 

S 

<15  d  05 
§ 

.Is 

© 

35  (2  2 

(S:.2s 

S'© 

CL,  a 

1862  : 

1st  quarter,  average  price 

.97 

.95# 

•98f 

.  96# 

2d  “  ‘‘ 

a 

.991 

.95tV 

1.03f 

.99* 

3d  “  “ 

a 

.  98-1 

.85tV 

1.03J 

.89 

4th  “ 

a 

.98 

•75* 

1 . 03# 

.78-j#j- 

<v 

O) 

P 

•n 

<u 

p 

Cfi 

1863: 

.63# 

.67 

iBl 

>  .rH 

C/J 

'’O 

•  pH 

ro 

•  ^ 

a< 

1st  quarter,  average 

price 

.98# 

1 . 03y#^ 

o 

O 

o 

2d  “  “ 

a 

.98f 

.66f 

1.06# 

•71i 

3d  »  “  “ 

a 

.99# 

.75* 

1.06* 

.80f 

4th  “ 

a 

.97 

1.03# 

.69* 

■ 

1864: 

1st  quarter,  average 

price 

.98f 

.61* 

1.09# 

•68f 

•  •  •  « 

•  •  •  • 

1.05# 

.66# 

2d  “  “ 

(c 

.97# 

.501 

1.09# 

•57yV 

•  •  •  • 

•  •  •  • 

1.06# 

.55i 

3d  “  “ 

(( 

.94# 

.39# 

1.071 

.45 

1 

.00# 

•  '12yV 

1-07J 

■44* 

4th  ‘‘  “ 

a 

‘.961 

L43# 

1.13| 

.501 

.98# 

.44# 

1.06# 

.47f 

1865: 

1 

I 

1st  quarter,  average 

price 

;.97| 

.49* 

1.15# 

.58 

.991 

.49* 

1.08| 

.541 

2d  “ 

a 

•99i 

•62f 

.99| 

.69# 

.99# 

.  69-j#^ 

1.03 

.71# 

3d  ‘‘ 

u 

1.98# 

1-68/^ 

.99 

.69# 

.95# 

.67* 

1.05# 

.74 

4th  “  “ 

4  4 

.97| 

!  .  OGfjy 

i 

I  .90# 

j 

.61* 

.92# 

.62# 

1.06f 

.72* 
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Table  showing  the  Average  Price  at  New  York,  in  Lauful  Money  and  in  Gold, 
of  United  States  Securities  issued  since  the  beginning  of  the  War,  for  each  of 
the  Years  1862,  1863,  1864,  1865. 


YEARS. 

6‘s  Certificates. 

7  3-10  Notes. 

5  per  cent.  Bonds. 
10-40‘s. 

6  per  cent.  Bonds. 
5-‘20'3 

Lawful 

money. 

In 

gold. 

Lawful 

money. 

In 

gold. 

Lawful 

money. 

In 

gold. 

Lawful 

money. 

In 

gold.  ‘ 

1862 . 

1863  . 

1864  . 

1865  . 

00  00  CO  00 

88 

67-^^- 

59t^o 

63-1 

105tV 
no ; 
101 

'''’4 

55  3 
DO  1 

64-L 

•  •  • 

•  •  • 

1061 

951 

53| 

•  . 

99^ 

1 .05 

63f\ 

The  average  price  for  the  term  of  four  years  from  January  1,  1862 
till  January  1866,  for  certificates,  was,  in  lawful  money,  $97J,  in 
gold,  |69|. 

The  average  price  for  the  term  of  three  years  from  January  1, 
1863,  to  January  1,  1866,  for  7^^  notes,  was,  in  lawful  money,  $1051, 
in  gold,  $65'|. 

The  average  price  for  the  term  of  one  and  a  half  years,  part  ot 
1864  and  all  of  1865,  of  5  per  cent,  gold  bonds,  4§^s,  was,  in  lawful 
money,  $99-J,  in  gold,  $59yV- 

The  average  price  for  the  term  of  two  years  from  January  1,  1864, 
till  January  1,  1866,  of  6  per  cent,  gold  bonis,  was,  in  lawful 
money,  $102^,  in  gold,  $65 1. 

2 
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Table  showing  the  Average  Price  of  Gold  in  Lawful  Money,  and  the  Average  Value 
of  Lawful  Money  in  Gold,  for  each  quarter  of  the  Years  1862,  1863,  1864,  and 
1865. 


Quaktek  Yeaes. 


1862 — 1st  quarter,  average  price 


2d  “ 

3d  “ 

4th  “ 


u  u 

((  u 

u  u 


1863 — 1st  quarter,  average  price 
2d  “  “  ‘‘ 

3d  “  “  “ 

4th  “  “  “ 


1864 — 1st  quarter,  average  price 


1865 


2d 

a 

(( 

u 

3d 

C( 

a 

a 

4  th 

u 

u 

a 

— 1st 

quarter, 

average 

price 

2d 

a 

i( 

3d 

a 

a 

it 

4th 

a 

i  i 

u 

1 

'  Value  of 

'  Price  of  Gold. 

Lawful  Money 

ill  Gold. 

102i 

97f 

103i 

964 

116 

864 

131 

761 

154^ 

1481 

67^ 

1314 

148f 

G7i 

1591 

624 

1914 

521 

240 

41f 

223f 

44f 

199 

504 

1434 

69f 

1424 

714 

146f 

68* 

Table  showing  the  Average  Price  of  Gold  in  Ljawful  Aloney,  and  the  Average  Value 
of  Lawful  Money  in  Gold,  for  each  of  the  Years  1862,  1863,  1864,  and  <865. 


YEARS. 

Average 
price  of  Gold. 

Average  Value 
of  lawful  Money 
in  Gold. 

1862  . 

1134 

1452 

203^ 

1322  , 

( 

1 

89  i 

68* 

501 

64|f 

1863 .  . 

1864  . 

1865 . 

L .. 

The  average  price  of  gold  in  lawful  money  for  the  term  of  four  years 
from  January  1,  1862,  till  January  1,  1866,  was  $1.48^^. 

The  average  value  in  gold  of  lawful  money  for  the  term  of  four  years, 
from  January  1,  1862,  till  January  1,  1866,  was  $68-^^^. 

It  appears  from  these  tables  that  in  1860,  the  average  rate  of  interest 
for  investments  of  specie  funds  in  our  gold  bonds,  was  less  than  five 
per  cent. 
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The  average  rate  for  the  year  1861  was  6.04  per  cent. 

The  average  rate  for  the  year  1862  was  6.46  per  cent. 

The  average  rate  for  the  year  1863  was  7.76  per  cent. 

The  average  rate  for  the  year  1864  was  10.25  per  cent. 

The  average  rate  for  the  year  1865  was  8.44  per  cent. 

The  average  rate  for  the  term  of  five  years  was  7.79  cent. 

The  average  rate  of  interest  on  such  specie  investments  in  our  gold 
bonds  for  the  last  four  years,  from  Jan.  1,  1862,  till  Jan.  1,  1866,  was 
8.23  per  cent.  For  the  last  three  years  it  was  8.82  per  cent. 

The  average  rate  of  interest  for  such  investments  in  our  lawful  money 
bonds  for  the  term  of  three  years  was  10.68  j^er  cent. 

The  average  rate  of  interest  obtained  on  such  investments  during  the 
last  three  years  has  been  .446  less  on  the  5  per  cent,  bonds  than  on  the 
6  per  cenH. 

The  amount  of  the  debt  of  the  United  States  in  January,  1861,  was 
nominal ;  the  amount  at  this  time,  is,  as  stated  above  from  the  Secreta¬ 
ry’s  report. 

For  the  purpose  of  comparison,  it  may  be  well  to  notice  the  state  of 
the  British  finances,  under  a  similar  condition  to  ours. 

On  the  5th  of  January,  1793,  the  national  debt  of  Great  Britain  was 
^239,350,148,  or  $1,158,454,716.32. 

From  the  beginning  of  1793  till  the  end  of  180  L,  England  was  at 
war  with  the  French  republic.  From  the  beginning  of  1803  till  the 
end  of  1814,  she  was  at  war  with  the  French  empire.  Specie  pay¬ 
ments  were  suspended  in  1797,  and  resumed  twenty-five  years  afterwards, 
in  1822.  The  average  j)remium  on  gold  during  that  time  was  from  20 
to  25  per  cent. 

The  amount  of  the  debt  unredeemed  on  the  5th  of  January,  1823, 
was  £791,806,312  II5.  M.,  or  $3,832,342,552  90.  The  increase  of  the 
debt  during  the  thirty  years  from  1797  till  January  7th,  1823,  was 
£552,456,164  II5.  8c?.,  or  $2,673,887,836  58.  In  1823  the  po2:)ulation 
of  Great  Britain  and  Ireland  was  21,193,438,  and  the  total  valuation  of 
real  and  j^ersonal  2)ro2)erty  was  $10,698,600,000. 


The  average  Price  per  centum,  of  the  Three  per  cent.  Public  Funds  in  each  Year,  from 

1793  till  1823. 


Years  Exdixg. 

Average  Price. 

1 

i 

!  Years  Exdixg. 

Average  Price. 

Jan.  31,  1794 . 

1 

j 

£.  s.  d. 

74  19  9 

Jan.  31,  1797 . 

£.  s.  d. 
60  2  0 

1795 . 

66  14  11 

'  1798 . 

50  1  0 

1796 . 

66  8  11 

1799 . 

50  12  0 
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Years  Ending. 

Average  Price. 

Years  Ending. 

Average  Price. 

Jan.  31,  1800 . 

M.  s.  d. 

59  10  5 

Jan.  31,  1812 . 

5.  d 

63  17  ^ 
58  18  8 

1801 . 

63  3  3 

'  1813 . 

1802 . 

61  6  0 

1814 . 

58  15  t 

1803 . 

70  1  2 

1815 . 

66  11  A 

18'>4 . 

57  3  3 

i  1816 . 

58  13  t 

1805 . 

56  16  6 

I  1817 . 

62  1  ^ 

1806 . 

58  14  0 

Jan.  5,  1818 . 

76  16  ( 

1807 . 

61  2  8 

'  1819 . 

78  1  i 

1808 . . 

62  17  3 

66  11  6 

1820 . 

71  19  c 

1809 . 

1821 . 

68  12  ( 

1810 . 

68  8  1 

1  1822 . 

74  15  t 

1811 . 

67  16  3  1 

1823 . 

79  15  ( 

The  average  price  of  the  three  per  cent,  stocks  during  the  war  with 
the  French  republic,  eight  years,  was  611  per  cent.,  being  equivalent  to  a 
rate  of  interest  on  £100  of  £4  17^. 

During  the  year  1802,  the  average  price  was  71y-y  per  cent.,  being 
equal  to  a  rate  of  interest  on  £100  of  £4  45.  Sd 

During  the  war  with  the  French  empire,  eight  years,  it  was  62|  per 
per  cent.,  being  equal  to  a  rate  of  interest  on  £100  of  £4  155.  Qd. 

From  the  beginning  of  the  year  1815,  the  end  of  the  war  with  the 
French  Empire,  till  the  end  of  the  year  1821,  seven  years,  it  was  70yg- 
per  cent.,  being  equal  to  a  rate  of  interest  on  £  100  of  £4  5s.  Qd. 

The  average  price  during  the  whole  term  of  thirty  years,  from  the 
beginning  of  1794  till  the  end  of  1822,  was  64 per  cent.,  being  equal 
to  a  rate  of  interest  on  £100  of  £4  125.  8(7.,  or  about  4|  per  cent. 

The  average  price  in  the  year  1823,  after  the  resumption  of  specie 
payments,  was  791  per  cent.,  being  equal  to  a  rate  of  interest  of  31  per 
cent. 

It  should  be  stated  also  that  the  wars  of  England  were  with  a  foi’eign 
power,  while  ours  was  intestine,  and  involved  our  existence  as  a  nation. 

On  the  6th  of  January,  1866,  the  respective  values  of  British  and 
American  securities  in  London,  were,  British  3  per  cents,  87i  per  cent., 
equivalent  to  a  rate  of  interest  of  3^  per  cent.  ;  of  American  gold  6  per 
cents,  641  per  cent.,  equivalent  to  a  rate  of  interest  of  91  per  cent.  At 
this  time  the  debt  of  Great  Britain  is  about  $4,000,000,000. 

This  comparative  view  of  the  amount  of  increase,  and  the  ratio  of  in¬ 
crease  of  their  debts,  and  the  rates  of  interest  paid  respectively  by  two 
great  nations  of  the  same  origin,  under  somewhat  similar  circumstances,  is 


worthy  of  the  attention  of  the  statesman,  and  the  political  economist. 
It  will  be  referred  to  hereafter  in  examining  the  probable  effect  of  the 
measure  recommended  in  this  report,  to  increase  the  value  of  our  secu¬ 
rities.  The  proposition  may  be  stated  here  that  the  rate  of  interest  in 
a  country  depends  in  general  on  the  stability  of  its  institutions,  the 
security  of  property,  the  proportion  of  the  debt  to  its  resources,  and  the 
probabilities  of  a  steady  continuance  in  collecting  the  necessary  revenues, 
and  duly  meeting  its  obligations. 

ACTS  OF  CONGllESS, 

The  acts  authorizing  the  emission  of  the  bonds  and  securities  of  the 
United  States,  contain  no  provisions  on  the  subject  of  taxation  except 
the  following  : — ■ 

The  Act  approved  February  25. 1862,  entitled,  ^U4n  Act  to  authorize 
the  issue  of  United  States  notes,  and  for  the  redemption  or  funding 
thereof,  and  for  funding  the  floating  debt  of  the  United  States.'’ — 
12  Stat.  at  Large,  p.  345. 

Sec.  2  provides,  that  all  stocks,  bonds,  and  other  securities  of  the 
United  States,  held  by  individuals,  corporations,  or  associations,  within 
the  United  States,  shall  be  exempt  from  taxation  by  or  under  State 
authoritv." 

The  Act  approved  Maich  3,  1863,  entitled,  An  Act  to  j^rovide 
Avays  and  means  for  the  support  of  the  Government." — 12  Stat.  at  Large, 
p.  709. 

Sec.  1  provides  that  ^‘all  the  bonds  and  treasury-notes,  or  United 
States  notes  issued  under  the  provisions  of  this  act,  shall  be  exempt 
from  taxation  by  or  under  State  or  municipal  authority  :  Provided, 
That  there  shall  be  outstanding  of  bonds,  treasury-notes,  and  United 
States  notes,  at  any  time,  issued  under  the  provdsions  of  this  Act,  no 
greater  amount  altogether  than  the  sum  of  nine  hundred  millions  of 
dollars." 

The  Act  approA’ed  June  30,  1864,  entitled,  ‘"'An  Act  to  provide 
ways  and  means  for  the  support  of  the  Government,  and  for  other 
purposes." 
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Sec.  1.  provides  that  ^^all  bonds,  treasury  notes,  and  other  obliga¬ 
tions  of  the  United  States,  shall  be  exempt  from  taxation  by  or  under 
State  or  municipal  authority.'’ 

The  Act  approved  January  28,  1865,  entitled,  An  Act  to  amend  an 
Act  entitled,  ^  An  Act  to  provide  vrays  and  means  for  the  support  of 
the  Government,  and  for  other  purposes,'  approved  June  30,  1864." 

Sec.  1.  authorizes  the  issue  of  treasury-notes,  and  provides  that 

such  notes  shall  he  exempt  from  taxation  by  or  under  State  or 
municipal  authority." 

All  these  acts  contain,  in  some  form,  the  provision  that  the  securities 
of  the  United  States  shall  be  exempt  from  taxation  by  or  under  State 
or  municipal  authority,  except  the  Act  of  February  25,  1862,  which 
does  not  contain  the  word  municipal."  The  effect  is  the  same,  how¬ 
ever,  as  municipal  corporations  exist  and  act  by  and  under  State 
authority. 

The  constitutionality  of  this  provision  has  been  doubted,  ljut  it  is 
fortified  by  the  repeated  sanction  of  Congress,  the  opinions  of  the 
Attorney-General,  the  decisions  of  several  of  the  State  and  District 
Courts,  and  general  practice.  Until  overthrown  by  the  decision  of 
the  Supreme  Court  of  the  United  States,  it  must  be  taken  as 
established. 

The  opinion  has  been  expressed,  that,  although  the  States  cannot  tax 
the  national  securities  directly,  they  may  do  so  indirectly,  by  a  tax  on 
incomes  derived  from  them.  This  seems  clearly  to  be  an  error,  as  Con¬ 
gress  has  already,  and  in  advance  of  the  States,  appro j)riated  such  in¬ 
comes  as  a  source  of  revenue  and  subject  of  taxation. 

.  PROPERTY  IN  THE  GOVERNMENT  SECURITIES  TAXABLE  BY  THE  UNITED 

STATES. 

These  acts  of  Congress  constitute  the  contracts  between  the  United 
States  and  the  bond-holders,  which  became  operative  upon  the  sale  of 
the  securities.  The  bond-holders  know  that.  They  also  know  that 
their  terms  cannot  be  altered  or  extended,  excejit  by  the  consent  of 
Congress. 

They  contain  in  terms  the  exemption  from  taxation  under  State  au¬ 
thority.  The  contract  extends  no  further.  The  effect  is  the  same  as  if 
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the  proviso  had  been,  All  the  bonds,  Ac.,  issued  under  this  act  shall 
be  exempt  from  taxation  by  or  under  State  or  municipal  authority 
(meaning  the  authority  of  the  several  State  governments),  hut  they 
shall  he  subject  to  taxation  by  the  United  States.'’  The  power  of  the 
General  Government  to  tax  them  is,  therefore,  clear,  if  it  has 
the  power  to  tax  any  property.  Whether  the  tax  should  he 
upon  the  principal  bond  or  the  income,  is  not  material,  in  this 
connection. 

As  if  to  remove  every  shadow  of  doubt,  we  have  an  act  passed  by  the 
same  Congress  which  passed  the  first  act  cited  above,  and  at  the  same 
session. 

An  act  “  to  provide  Internal  Revenue,"  A^c.,  approved  J uly  1,  1862 
(sec.  91),  provides  “  that  upon  income  derived  from  interest  upon  notes, 
bonds,  or  other  securities  of  the  United  States,  there  shall  be  levied, 
collected,  and  paid,  a  duty  not  exceeding  one  and  one-half  of  one  per 
centum." 

The  amendatory  Internal  Revenue  Acts  of  June  30, 1864,  and  March 
3,  1865,  sec.  16,  provide  that  income  derived  from  interest  upon  notes, 
bonds,  and  other  securities  of  the  United  States,  shall  be  included  in 
estimating  incomes  under  this  section."  Bv  the  last  act  the  tax  was 
fixed  at  five  per  cent,  on  incomes  below  five  thousand  dollars,  and  at 
ten  per  cent,  on  those  above  five  thousand  dollars. 

SHALL  THE  POWEE  BE  EXERCISED. 

Having  now  shown  the  amount  and  character  of  the  debt,  and  the 
facts  necessary  to  a  full  understanding  of  its  relations,  so  Tar  as  thev 
could  be  obtained  in  time,  and  having  established  two  projiositions, 
first,  that  the  securities  must  be  taken  to  be  exempt  from  taxation  by 
or  under  State  authority,  second,  that  it  is  perfectly  competent  for  the 
United  States  to  tax  either  the  property  in  them,  or  the  income  or 
dividends  derived  from  them,  and  having  shown  that  Congress  has  ex¬ 
ercised  that  jiower  on  several  occasions,  it  is  necessary  to  inquire 
whether  or  not  justice  and  sound  jiolicy  demand  that  they  should 
further  exercise  it,  and  if  they  do,  to  what  extent  and  in  what  manner. 

OUR  PECrXIARY  COXDITIOX. 

In  order  to  settle  this  question,  we  must  be  acquainted  with  the  pe¬ 
cuniary  condition  of  the  country,  the  prospect  of  any  change  in  it,  and 
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if  any,  what  ?  and  especially  the  manner  in  which  it  is  affected  hy  ex¬ 
isting  taxation.  And  first,  it  must  he  borne  in  mind  that  business 
is  now  and  for  some  years  past  has  been  carried  on  and  debts  contracted 
under  tbe  operation  of  acts  of  Congress  making  the  unconvertible  notes 
of  the  Government  a  legal  tender  for  all  debts  except  the  interest  on  a 
part  and  the  interest  and  principal  of  another  part  of  the  bonds  of  the 
United  States.  These  notes  are  receivable  for  all  j)ublic  dues  except 
customs,  and,  with  bank-notes  of  the  same  value,  compose  the  currency 
of  the  country.  What  is  to  become  of  this  currency  ?  Will  a  fixed 
standard  of  value  be  again  established  ?  If  it  will,  when  ?  Upon 
what  principle  ?  How  will  its  value  compare  with  the  value  of  the 
present  currency  ?  What  will  become  of  the  debts  now  payable  in 
lawful  money  ?  These  are  questions  of  the  utmost  importance.  And 
as  it  is  known  that  the  policy  of  the  Government  and  of  Congress  is 
not  yet  settled,  all  the  light  possible  should  be  thrown  upon  them. 
The  views  of  the  writer  of  this  report  were  presented  in  a  letter  to  the 
Secretary  of  the  Treasury,  of  November  7,  1865,  which,  however,  did 
not  meet  his  personal  observation,  until  some  time  in  December.  He 
said  : 

“  As  my  conclusions  differ  radically  from  any  which,  so  far  as  I  know^ 
have  yet  been  made  public,  and  the  subject  is  of  such  vital  consequence, 
involving  the  welfare  of  millions,  and  the  preservation  or  destruction 
of  the  prosperity  of  our  people,  I  take  the  liberty  of  stating  them  to 
you  in  a  condensed  form.” 

The  want  of  a  specie  standard  is  productive  of  many  evils  and 
dangers.  Fluctuation  in  values,  and  the  apprehension  of  a  further  de¬ 
preciation,  are  necessary  incidents,  and  reckless  speculation  on  the  one 
hand,  and  The  discouragement  of  fair  investments  and  enterprises,  on 
the  other,  are  its  certain  consequences.  Hence  a  great  inflation  of 
prices,*  as  the  manufacturer  and  business  man  must  charge  not  only  a 
fair  profit  on  his  investment,  but  a  sum  in  addition,  to  pay  him  for  the 
risk  of  future  loss,  from  a  new  chancre  in  the  value  of  the  standard  bv 
by  which  his  products  or  commodities  are  measured.” 

“  All  judicious  men,  therefore,  agree  that  a  speedy  return  to  a 
metallic  basis  is  greatly  to  be  desired.  Yet  nearly  all  di\ad  the  shock 
and  the  commercial  ruin,  which  are  supposed  to  be  inevitable  upon 
that  event.” 

^^This  feeling  results  from  the  fact,  that  but  one  23lan  for  the  resump» 


*  That  a  part  of  the  inflation  is  owing  to  onr  tax  system  is  also  quite  clear* 
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tion  of  specie  payioents  lias  yet  been  suggested,  a  plan,  the  operation 
of  wliich  will  certainly  be  attended  by  these  deplorable  results.  That 
plan  is  to  require  the  redemption  of  all  our  currency,  and  the  payment 
of  all  debts,  in  coin,  of  the  standard  in  use  before  the  war,  or  its  equiva¬ 
lent,  without  discount  or  abatement. 

If  it  can  be  shown  that  there  is  another  plan,  possessing  all  the  ad¬ 
vantages  of  the  first,  attended  with  none  of  its  dangers  and  disasters, 
and  more  just  and  right  in  itself,  a  great  good  will  have  been  done. 

“  A  simple  statement  will  relieve  the  subject  of  the  confusion  in 
which  it  is  involved,  and  carry  us  a  long  way  towards  the  truth.  We 
are  without  a  specie  standard  ;  yet,  we  have  a  standard  or  measure— 
the  government  legal-tender  dollar — a  standard  as  good  as  any,  if  its 
value  could  be  maintained  without  change.  That  dollar  is  worth  to¬ 
day  sixty-eight  cents  in  specie.  The  amount  of  legal-tender  paper  in 
circulation  is  $633,709,581.  Estimating  the  circulation  of  the  national 
and  other  banks  at  $366,290,419,  the  nominal  amount  of  our  currency 
is  $1,000,000,000,  wnich  is  worth  in  specie  $680,000,000.  This  cur¬ 
rency  is  the  standard  by  which  all  exchangeable  commodities,  and  com* 
mercial  and  other  debts  are  measured.  Leaving  out  of  view  other 
property,  the  amount  existing  at  this  time  in  the  shape  of  indebtedness 
from  j)rivate  individuals  and  corporations  cannot  be  less  than 
$3,000,000,000.  Indebtedness  is  a  necessary  incident  to  commerce  and 
production.  When  it  ceases  to  exist,  the  people  of  this  country  will 
have  ceased  to  do  business.  Commodities  cannot  circulate,  production 
on  a  great  scale  cannot  continue,  without  the  free  circulation  of  capi¬ 
tal  and  credits.  Taking  the  amount  of  this  indebtedness  in  its  infinite 
variety  of  shapes,  at  the  above  estimate  of  $3,000,000,000,  in  cui- 
rency,  its  specie  value  is  $2,040,000,000.  Add  to  this,  for  other 
liabilities  of  the  government,  payable  in  currenc}^  with  or  without  in¬ 
terest,  $1,500,000,000,  worth  in  specie  $1,020,000,000,  and  we  have  a 
total  of  fixed  and  fioating  indebtedness  of  $5,500,000,000,  worth  in 
coin  $3,740,000,000. 

^^Now,  it  is  proposed  to  fix  the  value  of  this  indebtedness  by  requir¬ 
ing  its  payment,  or  that  of  the  currency,  into  which  it  may  be  con¬ 
vertible  in  gold  and  silver  on  demand.  The  question  arises,  how  much 
gold  or  silver  shall  be  fixed  by  the  government  as  an  equivalent  for 
each  dollar  of  the  amount.  Shall  each  dollar  of  that  indebtedness  or 
of  that  currency  be  required  by  law  to  be  paid  with  a  dollar  of  our  old 
coinage  which  is  now  out  of  use,  and  is  worth  as  an  article  of  mer¬ 
chandise  a  premium  of  forty-six  and  three-quarters  cents  over  the  legal 
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dollar  in  use  ?  or  shall  another  mode  of  equation  he  resorted  to  ? 
What  is  that  other  mode  ?  It  is  simply  to  provide  for  the  redemption 
of  sixty-eight  cents’  worth  of  curreney,  or,  at  all  events,  of  sixty-eight 
cents’  worth  of  debt,  by  the  payment  of  sixty-eight  cents’  worth  of  coin, 
instead  of  one  dollar’s  worth,  as  has  been  heretofore  proposed  ;  that 
payment  to  he  made,  either  in  a  less  amount  of  the  former  coin  or  in 
a  new  coin  to  he  authorized,  whichever  may  he  deemed  most  conve¬ 
nient,  and  freest  from  difficulties. 

“  But,  says  the  objector,  would  you  debase  our  coinage — an  act  pro¬ 
nounced  dishonorable  by  the  enlightened  public  opinion  of  modern 
times  ?  I  answer — no.  I  would  do  no  such  thing.  However,  let  us 
first  settle  the  meaning  of  the  phrase,  ^  debase  our  coinage.’ 

To  debase  the  coinage  of  a  country  is  for  the  government  to  lessen 
the  value  of  the  coin  in  use,  which  is  made  by  law  a  legal-tender  for 
debts,  and  the  medium  of  exchange,  by  either  reducing  the  weight  or 
increasing  the  alloy,  without  changing  its  denomination.  This  act  in¬ 
volves  a  wrong  upon  the  creditor  class  of  the  community,  by  compelling 
them  to  receive  in  payment  a  less  amount  in  actual  value  than  was 
stipulated  for  when  the  debt  was  created.  It  is  also  a  fraud  on  the 
community  at  large,  which,  trusting  to  the  integrity  of  the  govern¬ 
ment,  continues  to  exchange  property  for  the  coin,  at  its  pretended 
value,  until  the  deception  is  found  out.  This  wrong  has  been  practised 
from  time  to  time  by  nearly  every  government  of  Europe.  In  France 
the  coin  has  thus  been  debased  until  it  contains  only  four  twenty- 
sevenths  of  its  former  weight  of  silver.  In  Scotland  the  pound  was 
reduced  to  one-thirty-sixth  part  its  former  weight ;  the  German  florin 
was  reduced  to  one-sixth ;  the  English  pound  sterling  to  about  one- 
third  ;  the  Turkish  piaster  to  one-eighteenth.  Our  own  government 
committed  the  same  wrong  when  it  changed  the  standard  from  specie 
to  paper,  which  has  not  been  worth  on  the  average  more  than  two- 
thirds  its  nominal  value,  a  wrong  which  possibly  was  unavoidable,  and 
justified  by  the  exigency.  Inasmuch  as  we  have  now  no  metallic  cur¬ 
rency,  and  debts  cannot  he  collected  in  coin,  no  metallic  standard  which 
may  he  adopted  can  debase  the  currency,  unless  it  should  he  of  less 
value  than  its  paper  substitute  at  the  time  of  its  adoption.  Therefore, 
the  proposition  to  provide  for  redemption  in  coin  equal  in  value  to  the 
present  value  of  the  currency,  which  currency  is  redeemable  only  in 
paper,  is  not  a  proposition  to  debase  the  coinage.  The  new  coinage, 
should  a  new  coinage  be  resorted  to,  need  contain  no  more  alloy  than 
the  old.  It  might,  and  should,  in  addition,  be  stamped  with  its  weight 
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and  fineness,  or  the  weight  of  pure  metal,  thus  informing  the  public  of 
its  real  intrinsic  value,  and  pledging  the  faith  of  the  government  to 
that  value. 

To  determine  whether  this  plan  he  consistent  with  justice  and  good 
faith,  let  us  examine  more  closely  the  object  of  coin,  and  the  obligation 
assumed  bv  a  government  in  its  issue.  Its  object  is  first  to  serve  as  a 
standard  of  value,  secondly  to  facilitate  exchanges.  In  reference  to 
the  first,  McCulloch  says  :  It  is  of  no  consequence  how  coins  are  sub¬ 
divided,  the  grand  requisite  being  that  their  weight  and  purity  should 
be  preserved  inviolable,  and  that  the  substitutes  should  be  immediately 
convertible  into  them.  Directlv  to  alter  the  terms  of  contracts  between 
indmduals  would  be  too  barefaced  and  tyrannical  to  be  tolerated.  The 
same  result  may  be  and  often  has  been  produced  by  altering  the  stand¬ 
ard.  The  injustice  is  precisely  the  same  in  either  case.  By  a  change 
in  the  standard  the  corresponding  amount  is  added  to  or  deducted  from 
the  debts  and  obligations  of  society.  ‘  Suppose  that  owing  to  an  in¬ 
crease  in  the  cost  of  gold  and  silver,  or  in  the  quantity  of  bullion  con¬ 
tained  in  coins  of  the  same  denomination,  the  value  of  money  is  raised 
ten  per  cent.  ;  it  is  plain  that  this  will  add  ten  j^er  cent,  to  the  various 
sums  which  one  part  of  society  owes  to  another.  Though  the  nominal 
rent  of  the  farmer,  for  example,  continues  stationary,  his  real  rent  is 
increased.  He  pays  the  same  number  of  pounds  or  livres  or  dollars  as 
formerly,  but  these  have  become  more  valuable,  and  require  to  obtain 
them,  the  sacrifice  of  a  tenth  more  of  corn,  labor,  or  other  things,  the 
value  of  which  has  remained  stationary.  On  the  other  hand,  had  the 
value  of  money  fallen  ten  per  cent.,  the  advantage  would  have  been 
wholly  on  the  side  of  the  farmer,  who  would  have  been  entitled  to  a 
discharge  from  his  landlord,  when  he  had  only  paid  him  nine  tenths  of 
the  rent  really  bargained  for.’  It  is  necessary  to  prevent  a  pernicious 
subversion  of  private  fortunes,  and  the  falsifying  of  all  precedent  con¬ 
tracts,  that  the  standard  of  money  when  once  fixed,  should  be  main¬ 
tained  inviolate.  ^  Had  the  names  of  the  coins  been  changed  when  the 
quantity  of  metal  contained  in  them  was  reduced,  there  would  have 
been  no  room  for  misapprehension.’  ” 

These  jjrinciples  are  too  true,  and  too  clear  to  be  disputed.  The 
essential  obligation  of  the  government  is  to  make  no  change  in  precedent 
contracts.  To  leave  both  creditor  and  debtor  in  the  same  position  as 
before  in  regard  to  the  value  of  the  amount  to  he  paid  by  the  latter  to 
the  former,  under  his  contract.  A  government  has  no  rhore  right  to 
double  the  amount  of  gold  or  silver  in  a  coin,  than  to  reduce  it  one-half. 
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without  a  provision  for  commuting:  precedent  debts.  Accordingly  we 
find  that  the  very  course  1  contend  for,  has  been  followed  by  conscientious 
governments  in  almost  the  only  instances  recorded  in  history  of  a  change 
to  a  purer  standard.  ^Ordinances  of  Philip  le  Bel,  Philip  of  Valois, 
and  Charles  Sixth  (of  Fi^ance)  issued  subsequently  to  their  having  in¬ 
creased  the  value  of  money,  are  still  extant,  in  which  it  is  ordered,  that 
all  preceding  debts  and  contracts  should  he  settled  by  reference  to  the 
previous  standard’  ” 

Now  apply  these  conclusions  to  the  present  condition  of  things,  and 
to  the  propositions  under  consideration.  There  is  existing  in  the  United 
States,  as  I  have  estimated  above,  $5,500,000,000  of  indebtedness,  pay¬ 
able  in  currency,  and  nearly  all  contracted  when  that  currency  was  of 
quite  as  little  value  as  at  present.  Of  the  small  amount  of  that  indebt¬ 
edness  which  was  created  before  the  abandonment  of  the  old  specie 
standard,  the  largest  portion  probably  has  changed  hands  and  been 
bought  by  its  present  owners  with  currency  of  the  reduced  value.  If  prac¬ 
ticable  a  special  provision  might  be  made  for  those  old  debts,  as  a  special 
provision  should  certainly  be  made  for  the  payment  of  the  gold-bearing 
bonds  of  the  government,  with  their  interest,  with  the  same  amount  of 
the  precious  metals  promised  on  their  face.  This  $5,500,000,000  of 
indebtedness  consists  in  honor  and  conscience  of  obligations  to  pay  cur¬ 
rency  or  legal  tender  notes  of  the  United  States,  both  parties  taking 
the  chances  of  the  legislation  of  Congress  and  the  decisions  of  the  courts  ; 
but  both  having  the  right  to  expect  that  that  legislation  and  those  de¬ 
cisions  will  accord  with  common  sense  and  natural  justice.  The  dollar, 
the  legal  standard  of  exchange,  is  to-day,  as  I  have  stated,  of  the  value 
of  sixty-eight  cents.  Aside  from  the  fluctuating  and  uncertain  value 
of  this  standard  it  is  precisely  the  same  to-day,  for  the  purposes  of  this 
inquiry  as  if  it  were  of  silver  or  gold  debased  from  one  dollar  to  sixty- 
eight  cents  in  value.  And  the  questions  are  two-fold,  first  whether  the 
holder  of  that  sixty-eight  cents  worth  of  paper  money  or  debased  coin, 
should  receive  thirty-two  cents  more  for  it  than  it  is  worth,  and  second¬ 
ly,  whether  every  person  who  has  incurred  a  debt  measured  by  that 
sixty-eight-cent  measure,  at  so  many  dollars,  shall  be  compelled  to  give 
in  payment  the  same  number  of  dollars,  but  each  having  an  additional 
value  of  thirty-two  cents.’' 

“  These  two  questions  are  not  necessarily  connected,  for  the  govern¬ 
ment  might,  if  it  chose,  give  the  holders  of  its  notes  forty-six  and  three- 
quarters  per  cent,  additional  to  their  actual  value,  without  forcing 
other  debtors  to  pay  the  same  additional  forty-six  and  three-quarters 


21 


per  cent.  As  the  government  cannot  find  the  persons  who  have  lost  the 
difference  between  the  par  value  of  the  legal  tender  notes  and  their 
present  value,  as  those  notes  have  been  the  daily  and  hourly  medium  of 
exchange,  and  the  depreciation  has  fallen  on  the  community  at  large  by 
infinitesimal  degrees,  and  not  on  the  present  holders,  to  any  apprecia¬ 
ble  extent,  I  can  see  no  reason  why  the  same  community  should  again 
be  taxed  to  present  to  the  present  accidental  holders,  without  any  just 
claim  on  their  part,  the  amount  of  that  difference.  The  second  question 
differs  from  the  first  in  this,  that  the  government  has  less  right  to  take, 
by  the  exertion  of  its  power,  the  property  of  one  individual,  and  give  it 
to  another,  that  it  has  to  squander  the  means  which  are  intrusted  to  its 
management. 

“I  think  it  necessarily  follows,  from  the  principles  laid  down  by  !Mc- 
Culloch,  which  are  the  essential  principles  of  justice  and  right,  that  our 
government  cannot,  in  good  conscience,  return  to  the  specie  standard, 
without  fixing  that  standard  as  near  as  may  be  to  equal  the  value,  at  the 
time  of  the  change,  of  the  standard  for  which  it  is  made  the  substitute; 
or,  commuting  the  liabilities  existing  under  the  present  standard,  so  that 
the  actual  payment  shall  be  the  value,  of  the  amount  promised,  when  the 
promise  was  made,  or  as  the  nearest  approximation  to  that,  and  only  fair 
substitute  for  it,  its  value  immediately  before  the  provision  is  made  for 
the  redemption  or  change  of  the  currency. 

‘‘How  the  new  coinage  should  be  regulated,  if  a  new  coinage  would 

O  O'  O 

answer  the  purpose  best,  and  the  practical  means  of  introducing  it,  are 
purely  matters  of  detail,  which  the  length  of  this  letter  will  not  permit 
me  to  discuss  at  this  time. 

“  I  suppose  the  government  paper  dollar  might  be  left  as  now,  a  legal 
tender  for  debts,  and  be  made  convertible  into  new  coin  at  the  treasury, 
upon  presentation,  and  the  whole  uork  will  have  been  done,  without  in¬ 
justice,  without  injury  to  individuals,  without  lessening  the  revenues, 
without  retarding  for  one  moment  the  grand  development  of  the  material 
interests  of  the  American  people.” 

Should  the  other  alternative  be  resorted  to,  and  continued,  that  of 
adding  arbitrarily,  either  at  once  or  by  successive  steps  to  existing  indebt¬ 
edness,  we  have  reason  to  fear  the  most  disastrous  effects  upon  trade, 
commerce,  and  the  general  welfare.  Such  effects  were  experienced  by 
Great  Britain  under  a  similar  policy,  which  was  protested  against,  at  the 
time,  by  many  of  her  most  upright  and  able  men,  and  occasioned  a  loss 
the  community,  greater  perhaps,  than  the  expenses  of  the  preceding  war. 
The  slower  process  produces  less  immediate  injury.  It  enables  business 
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men  to  close  up  their  affairs,  but  it  impoverishes  a  country  as  much  in 
the  long  run.  Hope  is  the  great  incentive  to  human  action,  and  with 
the  prospect,  of  future  gain  or  profit,  withdrawn,  production  is  always 
greatly  diminished. 

Whatever  policy  may  he  finally  adopted  or  sanctioned  by  Congress,  we 
have  the  assurance,  in  the  eminent  ability  and  prudence  of  the  officer 
now  in  charge  of  our  finance  s,  and  the  public  confidence  in  him,  that  the 
best  results  the  policy  is  capable  of,  will  be  attained,  and  that  he  will 
observe  closely  its  tendencies,  with  a  view  to  its  correction  whenever  it 
may  be  proved  by  experience  to  be  injurious. 

The  probabilities  of  the  adoption  of  one  policy  or  another,  in  respect 
to  the  standard  of  values,  and  the  natural  effect  of  different  policies  on 
the  resources  and  industry  of  the  country,  are  necessary  elements  to  be 
considered  in  connection  with  measures  of  taxation, 

OTHER  ELEMENTS  OF  THE  CALCULATION - OUR  RESOURCES. 

The  resources  of  the  country  should  not  be  overlooked.  Extending 
from  ocean  to  ocean,  and  from  the  extreme  north  to  the  torrid  zone  ; 
embracing  every  variety  of  climate  and  of  productions  ;  on  one  side 
open  to  the  commerce  of  Europe,  on  the  other  to  the  commerce  of  Asia  ; 
connected  with  the  seaboard  by  chains  of  great  lakes,  and  by  rivers, 
navigable  for  thousands  of  miles,  with  numerous  branches,  also  naviga¬ 
ble  ;  the  settled  region  larger  than  France,  and  webbed  over  with  rail¬ 
roads  ;  an  internal  trade  equal  to  all  the  foreign  trade  of  all  civilized 
nations  combined  ;  with  over  a  million  square  miles  of  rich,  virgin  soil 
unfilled  and  unoccupied  ;  with  wide-spread  and  inexhaustible  beds  and 
veins  of  coal,  iron,  lead,  copper,  silver,  and  other  minerals  ;  with  forests 
of  vast  extent ;  with  a  manly,  vigorous,  and  inventive  population  of  over 
thirty  millions,  increasing  thirty-five  per  cent,  every  decade  ;  with  a 
government  which  has  withstood  every  trial,  and  was  made  and  is  con¬ 
ducted  by  the  people  who  are  subject  to  it; — this  country,  it  may  be  truly 
said,  has  abundant  resources. 

OTHER  FACTS. 

But  a  knowledge  of  these  resources  is  not  the  only  knowledge  neces¬ 
sary.  It  is  better  to  be  ignorant  of  them  than  to  consider  them  alone, 
or  rely  on  them  too  much. 

It  is  needful  also  to  know  how  far  the  future  action  of  government 
will  be  controlled  by  the  tax-payers ;  to  what  extent  the  people  have  pre- 


viously  been  used  to  taxation,  and  the  particular  manner  in  which  their 
industrial  and  other  interests  are  affected  by  the  revenue  measures  in 
force. 

1.  Representation  and  suffrage  being  almost  universal,  the  future  ac¬ 
tion  of  government,  if  our  institutions  remain  the  same,  will  at  last 
depend,  strictly  and  entirely,  on  the  will  and  consent  of  the  people.  As 
all  the  people  are  in  some  form  tax-payers,  that  action  will  depend  on 
their  opinion  and  feelings  with  respect  to  the  revenue  and  tax-system 
which  may  be  existing^  or  proposed. 

2.  The  people  of  the  United  States  are  accustomed  to  local  taxation 
and  expenditure  under  state  authority  to  a  large  amount,  as  will  be 
hereafter  shown  ;  and  it  may  be  said  in  passing,  that,  in  consequence  of 
this  fact,  they  understand  better,  and  will  perceive  more  readily  than 
any  other  people  the  nature,  operation,  and  consequences  of  financial 
and  revenue  measures. 

Taxation  under  the  authority  of  the  United  States,  had,  previously  to 
the  late  war,  been  confined  almost  entirely  to  customs  duties.  The  aver¬ 
age  annual  receipts  from  these  for  the  years  1859,  1860,  and  1861,  were 
only  847,445,154.  In  1860  they  were  853,187,512. 

When  the  war  broke  out  in  1861,  it  became  necessary  for  the  Govern¬ 
ment,  to  raise  immense  sums  of  money,  and  to  resort  in  haste  to  heavy 
and  exhausting  taxation,  which  was  submitted  to  without  a  murmur,  as 
a  patriotic  contribution  for  the  common  defence  and  preservation.  With 
the  exception  of  a  direct  assessment  of  $20,000,000  on  real  estate, 
which  for  a  reason  that  will  appear  hereafter,  was  not  repeated,  this  tax¬ 
ation  was  altogether  indirect,  and  consisted  of  excise  duties,  besides  the 
duties  of  customs  The  latter  were  increased  and  extended. 

In  the  fiscal  years  ending  June  31,  1863,  June  31,  1864,  and  June 
31,  1865,  the  entire  receipts  from  indirect  taxes  were  as  follows.* 

AGGREGATE  RECEIPTS. 


Fiscal  Years.  Internal  Duties.  Customs  Duties.  Total. 

1863  .  $40,268,480  82  $69,059,642  $109,328,122  82 

1864  .  115,925,769  64  102,316,153  118,241,922  64 

1865  .  210,008,139  45  84,928,260  294,936,399  45 


The  receipts  from  internal  taxes  for  the  half  year  from  June  30,  to 
Dec.  30,  1^65,  were  8175,556,448.  The  receipts  from  customs  for  the 


*  This  table  does  not  include  tax  upon  the  circulation  and  deposits  of  the  national 
banks,  payable  to  the  United  States  Treasurer. 
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same  time  were  about  $80,000,000.  Total  of  both  for  only  six  months, 
say  $255,556,448.  The  estimated  receipts  for  the  year  ending  June  30, 
1866,  are  from  internal  duties,  $300,000,000  ;  from  customs,  $147,- 
000,000.  Total  $447,000,000. 

The  amount  of  duties  levied,  was  increased  in  each  of  the  last  three 
years,  and  very  largely  increased  by  the  act  of  March  3,  1865,  just 
before  the  close  of  the  war.  The  internal  duties  are  derived  chiefly  from 
licenses,  income,  banks,  railroad  companies,  stamps,  sales,  legacies  and 
successions,  distilled  spirits,  fermented  liquors,  paper,  tobacco  and  its 
manufactures,  cotton,  coal  oil  and  petroleum,  spirits  of  turpentine  and 
rosin. 

Their  unequal  operation  and  burdensome  character  are  described  in 
the  general  report  of  the  Commission,  and  are  felt  to  an  almost  intoler¬ 
able  degree,  by  the  producers  of  commodities  which  from  the  nature  of 
things  cannot  be  protected  by  customs  duties,  and  by  the  consumers  in 
general. 

Perhaps  most  articles  of  consumption  are  taxed  in  some  form  to  twenty- 
five  per  cent,  of  their  value,  some  more  than  double.  As  war  taxes  and 
contributions,  these  duties  are  defensible.  Their  efficiency  is  proved  by 
the  enormous  sums  collected  from  them.  But  their  effect  is  the  disturb¬ 
ance  of  industry,  and  the  impoverishment  of  large  classes  of  the  people. 

TAXATION  UNDER  STATE  AUTHORITY. 

In  addition  to  these  burdens,  the  same  people  who  bear  them  are  sub¬ 
jected  to  regular  and  heavy  taxation  by  their  local  governments,  under 
state  authority.  No  law  of  primogeniture  or  entails  exists  ;  three-fourths 
of  the  voters  are  owners  of  property.  They  are  taxed  for  state,  county 
or  town,  road,  school,  and  often  for  municipal  purposes*  The  mode  of  tax¬ 
ation  is  direct,  by  assessment  of  the  value,  and  collection  of  a  per¬ 
centage. 

The  amount  of  property  subject  to  local  taxes,  after  deducting  slaves, 
valued  at  $500  each,  now  free,  according  to  the  returns  of  the  census  of 
1860,  of  the  several  states  and  territories  then  organized,  with  Iheir  pop¬ 
ulation  at  that  time,  their  areas,  and  their  present  representation  in  Con¬ 
gress,  including  two  senators  from  each  state,  will  appear  from  the  fol¬ 
lowing  table  : 
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STATES  AND  TERRITORIES. 

Value  of  real  estate  and 
personal  property. 

Population. 

^  S  £ 

,  g  -5 

tt  o  — 

: 

r  =  2 

Blaine . 

3190,211,600 

628,279 

Xew  Hampshire . . 

156,310,860 

326,073 

5 

Vermont . 

122,477,170 

315,098 

5 

Massachusetts . 

815.237,433 

1,231,066 

12 

Rhode  Island . 

135,337,588 

174,620 

4 

Connecticut . 

444,274,114 

460,147 

1  6 

New  York . 

1.843,338,517 

3,880,735 

:  33 

Xew  Jersey . 

467,909,324 

672,035 

i 

Pennsylvania . 

1,416,501,818 

2.906,115 

26  i 

Delaware . 

45,343,181 

112,216 

3  i 

Maryland . 

[333,315,444 

687,049 

l7  : 

District  of  Columbia . 

39,492,445 

75.080 

Ohio . 

1.193,898,422 

2,339,511 

Indiana . 

528,835,371 

1,350,428 

13 

Illinois . 

871,860,282 

1,711.951 

16  1 

.Michigan . 

257,163,983 

749,113 

L8 

Wisconsin . 

273,671,688 

775,881 

Minnesota . 

52,294,413 

[172,023 

4 

Iowa . 

247,338,265 

674,913 

8 

^Missouri . . . 

443,748,898 

1,182,012 

11 

Kentucky . 

5.53,301.612 

1.155,684 

11 

Kansas . 

31,326,895 

107,206 

3 

Xebraska  . 

9.123,556 

28,841 

. . 

Xevada . 

17,364 

36,538 

1,596,318 

3 

Colorado . 

3 

Virginia . 

.547,817.181 

10 

Xorth  Carolina . 

193,209,899 

992,622 

9 

South  Carolina . 

346,935,754 

703,708  , 

6 

Georgia . 

414,796,237 

1,057,286  1 

9 

Florida . 

42,229,000 

140,424 

3 

Alabama . 

277,697,038 

964,201 

8 

Mississippi . 

489,009,411 

791,305 

7 

Louisiana . 

436,255,568 

708,002 

7 

Texas . 

273,917,614 

604,215 

() 

Arkansas . 

163,703,973 

435,450 

5 

Tennessee  . 

356,314,392 

1.109,801 

10  1 

California . 

207,874,613 

379.994 

5 

Oregon . 1 

28,930,637  ,• 

52,465  I 

3 

Washington... . . 

5,601,466 

11,594  ! 

Utah . 

5,576,618  , 

40,273 

i 

Xew  Mexico . 

Dakotah .  . 1 

20,813,768  1 

93,516 

2,576 

1 

1 

-  •  i 

1 

1 

i 

i 

1 

Aggregate  in  United  States. . . 

314,282,726,088  | 

31,443,322 

Area  in  square 
miles. 


31,766 
9,280 
9,056 
7,800 
1,306 
4,674 
50,519 
8,320 
46,000 
-  2,120 
■11.124 


39,964 

L33,809 

.55,409 

56.243 

53,924 

[81,259 

55,045 

67,380 

37,680 

78,418 


38,352 

45,000 

30,213 

58,000 

59,268 

50,722 

47,156 

[41,259 

237,321 

52,198 

45,600 

155,500 

95,274 
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The  total  number 

of  slaves  in 

the  several  states  and 

territories  in 

1S60  was  3,953,760. 

Their  value 

,  which  was  reckoned  at 

five  hundred 

dollars  each,  was  $1,976,880,000. 

They  were  distributed 

as  follows  : 

Alabama . 

. .  435,080 

Missouri . 

. ...  114,931 

Arkansas . 

. .  111,115 

New  Jersey . 

18 

Delaware . 

],798 

North  Carolina . 

. ...  331,059 

Florida . 

61,745 

South  Carolina . . 

. . ,  .  402,406 

Georgia . 

. .  462,198 

Tennessee . 

. ...  275,719 

Kansas . 

2 

Texas . 

_  182,566 

Kentucky . 

,  .  225,483 

Virginia . . 

Louisiana. . 

Nebraska . 

15 

Maryland . 

87,189 

Utah . 

29 

Mississippi . . 

. .  436,631 

District  of  Columbia. . 

3,185 

These  freed  men,  as  consumers 

at  least,  are  now  tax- payers.  They 

may  become  voters. 

Allowing  for  inaccaraoies  in  the  census,  and  destruction  of  property 
by  the  war  on  the  one  side,  and  for  natural  increase,  and  enhancement 
of  prices  on  the  other,  the  present  value  of  the  real  and  personal  prop¬ 
erty  in  the  United  States  may  be  safely  estimated  at  $18,000,000,000. 
From  the  testimony  taken  by  the  Commission,  the  amount  of  our  United 
States  securities  held  abroad  seems  to  be  about  $300,000,000,  neurly  all 
gold  bonds.  Deducting  the  remainder  of  our  debt,  $2,500,000,000, 
and  allowing  for  claims  against  the  government,  growing  out  of  the  war, 
which  may  be  adjusted,  and  take  the  form  of  bonds,  the  amount  of  the 
personal  and  real  property  subject  to  taxation  under  State  authority  will 
probably  still  exceed  $15,000,000,000,  and  may  reasonably  be  stated  at 
those  figures.  The  amount  exempt  from  such  taxation,  $2,500,000,000, 
exceeds  by  over  six  hundred  millions  of  dollars  ($636,151,235)  the  total 
value  of  all  the  real  and  personal  property  of  the  six  New  England 
States  in  1860,  and  by  nearly  two  hundred  millions  f$  197,437,188)  the 
total  value  of  all  the  properly  in  New  Jersey,  Pennsylvania,  Delaware, 
Maryland  and  the  District  of  Columbia.  It  exceeds  the  aggregate  value, 
exclusive  of  slave  property,  of  all  the  real  and  personal  property  ot  Illi¬ 
nois,  Michigan,  Wisconsin,  Minnesota,  Nebraska,  Kansas,  Missouri,  and 
Kentucky,  by  over  seven  millions  of  dollars  ($7,708,603). 

We  have  now  a  view  of  the  magnitude  of  the  amount  of  property  in 
the  public  Funds  and  Debt  exempt  from  taxation  under  state  authority, 
by  the  acts  of  Congress  authorizing  the  loans,  and  the  magnitude  of  the 
amount  of  property  subject  to  be,  and  actually  taxed  under  state  author¬ 
ity,  for  local  purposes. 
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KATE  OF  TAXATION  UNDER  STATE  AUTHORITY. 

The  average  prevailing  rate  of  that  local  taxation  cannot  be  precisely 
stated  for  want  of  time  to  collect  all  the  data.  Tsior  is  it  necessary  for 
this  inquiry,  as  it  is  impossible  to  ascertain  exactly  the  proportion  of  the 
U.  S.  securities  owned  by  persons  residing  in  cities  and  municipalities, 
although  it  is  probable  that  the  largest  portion  is  owned  by  such  persons. 

The  total  valuation  of  property  in  the  city  of  Boston  for  the  year  1864 
was  S3 J2, 449, 900 — over  one-third  of  that  of  the  whole  state  of  Massa¬ 
chusetts.  The  amount  of  local  taxes  levied  was  S4, 42 1,583  67,  The 
rate  of  taxation  was  1.35  per  cent.  The  population,  by  the  census  of 
1860,  was  177,818. 

The  local  taxes  levied  in  the  city  of  New  York,  for  1864,  were  : 


For  City  Purposes .  8^,351,604  78 

For  State  and  County  Purposes .  6,138,443  90 

Total .  $13,705,092  86 

The  valuations  of  taxable  property  were  : 

Peal  Estate .  8410,695,485  00 

Personal  Estate .  223,920,405  00 

Total. .  $634,615,890  00 


Thejotal  of  valuations  was  over  one-third  the  entire  value  of  taxable 
property  in  the  state  of  New  York  in  1860. 

The  rate  of  taxation  was  2.16  per  $100,  of  which  994  per  cent,  was 
for  state  and  county  purposes.  The  rate  of  taxation  in  1865  was  $2.99 
per  $100.  The  population,  by  the  census  of  1860,  was  805,651.  Had 
population  remained  stationary,  the  value  of  taxable  property  per  capita^ 
would  be,  in  New  York,  $787  70;  in  Boston,  $1,869  43.  As  the  object 
is  to  ascertain  their  proportions,  and  we  must  use  the  census  returns  of 
1860  for  the  general  population,  these  are  the  proper  figures  for  the  pur¬ 
pose  in  view. 

The  population  in  1860,  of  sevenly-four  of  the  cities  and  towns  exceed¬ 
ing  10,000  in  the  number  of  inhabitants,  was  4,389,488.  The  average 
population  was  59,317.  The  average  value,  per  capita^  for  the  whole  Uni¬ 
ted  States,  of  the  $15,000,000,000  of  property  subject  to  taxation  under 
state  authority,  is  $478.  Taking  this  sum  for  the  lowest  term,  and  the 
per  cajnla  value  for  New  York  city,  $787  70,  for  the  highest,  we  obtain 
an  approximate  average  of  $632  85  as  the  per  capita  value  for  the  sev¬ 
enty-four  cities  and  towns,  and  $2,777,887,480  as  the  aggregate  value. 
These  are  only  a  part  of  the  cities  and  towns  exceeding  10,000  in  popu- 
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lation  ;  for  exanaple — without  looking  farther  than  Illinois-^SpringfielJ, 
Belleville,  Bloomington,  and  Aurora,  all  large  towns,  are  omitted.  An 
incomplete  list  of  forty-one  incorporated  towns  having  between  5,000 
and  10,000  inhabitants,  shows  an  aggregate  of  291,924.  The  incorpo¬ 
rated  towns  and  cities  not  included  in  either  of  these  lists,  which  are 
very  numerous,  certainly  have  an  aggregate  population  of  1,652,301, 
which  will  bring  the  total  up  to  6,333,713.  Allowing  $500  as  the  per 
capita  value  of  the  property  of  all  not  included  in  the  first  list,  we  have 
$972,112,520,  and  for  the  total  of  the  property  of  all  incorporated  towns 
and  cities,  $3,750,000,000.  If  this  estimate  be  correct,  more  than  one^ 
fifth  of  the  inhabitants,  and  one-third  in  value  of  the  property  in  the 
United  States,  are  subject  to  municipal  taxes,  in  addition  to  the  state 
and  county  or  township  taxes  which  they  pay  in  common  with  the  rest 
of  the  inhabitants. 

These  municipal  taxes  in  many  cities  amount  to  two  per  cent.,  while 
in  others  they  are  less  than  one  per  cent. — They  probably  average  one 
per  cent.,  and  yield  annually  $37,500,000. 

The  additional  local  taxes,  which  are  levied  everywhere,  are  for  State, 
county,  or  township,  road,  and  school  purposes.  These,  with  special 
war-taxes,  to  pay  for  moneys  expended  in  recruiting  and  bounties  to 
soldiers,  are  as  high  as  five  per  cent,  in  a  number  of  counties ;  leaving 
the  special  taxes  out  of  view,  tliey  will  probably  average  nearly  one  per 
cent.  We  have  seen  that  in  New  York  they  are  99-J  of  one  per  cent. 
If  they  were  only  .66|  of  one  per  cent,  the  average  of  all  taxes,  under 
State  authority,  including  municipal,  would  be  just  one  per  cent.,  and 
that  figure  may  be  taken  as  a  fair  equation  of  all  the  taxes  by  or 
under  State  authority.  At  that  ^estimate  the  local  revenues  would  be 
$150,000,000. 

The  only  tax  paid  for  any  purpose  by  those  whose  property  is  all  in 
the  government  securities,  except  the  tax  paid  on  articles  of  consump¬ 
tion,  which  is  nearly  as  large,  and  a  thousand  times  more  onerous  on  the 
laborer,  than  on  the  millionnaire,  is  the  tax  on  incomes.  This  tax  is  more 
easily  evaded  by  the  bondholder  than  by  any  one  else.  When  the  local 
assessor  calls  he  can  show  his  bonds,  and  the  business  of  the  assessor  is 
at  an  end  with  him.  When  the  assessor  of  the  general  government  calls, 
his  bonds  may  be  held  on  foreign  account — at  all  events,  he  alone  knows 
the  amount.  Whether  honest  or  dishonest,  he  has  no  tax  to  pay  if  he 
hold  but  ten  thousand  dollars  in  gold  six  per  cents.  His  neighbors  are 
taxed  to  pay  bounties  for  the  substitutes  for  his  sons  when  the  country 
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claimed  their  services  in  the  field.  They  are  taxed  to  pave  and  light  the 
streets  and  adorn  the  parks  in  which  he  takes  the  air,  to  afford  schools 
for  his  children,  to  provide  courts  and  juries,  and  policemen  for  the  pro¬ 
tection  of  his  person,  and  to  preserve  from  the  robber  or  the  burglar 
the  very  bonds  in  question.  From  all  these  reasonable  taxes  he  is 
exempt. 

The  fact  of  this  exemption,  with  no  equivalent  taxation,  is  known, 
and  is  causing  irritation  all  over  ihe  land.  It  is  felt  as  a  hard  and  un¬ 
just  discrimination,  against  those  who  have  tied  themselves  to  the  country 
by  becoming  owners  of  the  soil,  and  who  are  using  their  means  in  adding 
to  the  wealth  of  the  nation  by  fair  and  honest  industry.  Explain  to 
them  that  it  was  right  to  secure  the  national  funds  and  credit  from  the 
danger  of  destructive  taxation  by  the  States,  reserving  to  the  United 
States  the  sole  power  to  tax;  and  exercise  that  power,  so  that  the  burden 
may  be  borne  by  all  alike,  and  they  will  be  satisfied.  Refuse  to  exer¬ 
cise  that  power,  and  men  may  be  elected  to  office  who  will  exercise  it, 

and  that  to  destroy. 

► 

It  should  be  borne  in  mind,  also,  that  the  present  political  calm,  the 
present  oblivion  of  party,  will  soon  be  followed  by  the  strife  of  another 
presidential  election.  In  less  than  two  years,  issues  will  have  been 
made  up,  parties  will  have  arrayed  themselves  again,  and  the  people 
will  sit  in  judgment  on  all  the  momentous  questions  of  the  day. 

It  can  easily  be  demonstrated  that  the  $447,000,000,  which  it  is  esti¬ 
mated  the  general  government  will  collect,  the  present  fiscal  year,  almost 
entirely  by  indirect  taxes  on  production  and  consumption,  will  be 
increased  to  the  tax- payers  on  the  average  not  less  than  one  half,  by  per- 
centa<:es  necessarily  charged  by  wholesale  and  retail  dealers  before  the 
commodities  reach  the  consumers.  We  now  leave  out  of  view  the 
much  greater  loss  of  values  from  being  compelled  to  buy  articles  pro¬ 
duced  in  violation  of  the  laws  of  political  economy,  at  a  cost  greatly  in 
excess  of  the  natural  cost  of  production  in  other  countries,  where  circum¬ 
stances  are  favorable  to  their  production,  and  from  being  compelled  to  buy 
of  persons  who  are  given  a  monopoly  of  the  market.  Apart  from  this  con¬ 
sideration,  the  actual  payment  of  money  by  the  tax- payers  to  yield  $447,- 
000,000  to  the  government,  will  be  $223,500,000  more,  which  makes  the 
amount  of  moneys  paid,  and  the  amount  of  the  taxation,  as  far  as  the  con¬ 
sumers  are  concerned,  $670,500,000.  Taking  the  average  ownership  of 
bonds  to  be  $5,000  to  each  of  the  owners,  their  proportionate  part  of  the 
indirect  taxation  would  be  $1,400, COO.  Therefore,  while  the  owners  of  the 
fifteen  thousand  millions  of  property  pay  in  local  taxes  $150,000,000,  they 


30 


and  others  wIkj  have  no  property  in  Ihe  funds,  pay  on  account  of  United 
States  taxes,  $069,100,000,  or  within  $40,060,781  of  the  net  earnings  of 
the  entire  people  during  the  fiscal  year  I860.*  With  the  amount  of  their 
local  taxes  they  pay  $109,939,219  more  than  their  net  earnings.  The 
gross  earnings  of  the  people  are  not  materially  greater  now  than  in  1860, 
the  consumption  of  earnings  is  certainly  not  less.  The  local  tax  payers 
are  therefore  losing  this  year  from  their  capital  not  less  than  one  hundred 
and  nine  millions  of  dollars  from  this  cause  alone. 

But  this  is  not  all.  The  local  taxes,  are  apportioned  upon  the  just 
principle  of  assessment  upon  property.  The  owner  of  one  hundred  thou¬ 
sand  dollars’ worth  pays  one  hundred  times  the  amount  paid  by  the 
owner  of  one  thousand  dollars’  worth,  because  he  is  presumed  to  have  one 
hundred  times  the  ability  to  pay,  and  one  hundred  times  the  amount  of 
property  to  be  protected.  For  the  protection  of  other  rights,  the  man  of 
small  property  pays  more  than  his  proportion  by  his  personal  services  on 
juries,  on  the  posse  comilalus^  and  in  the  army.  If  this  amount  of  indi¬ 
rect  taxes  were  apportioned  upon  the  same  principle,  the  ratio  of  taxation 
would  be  4^/^  per  cent.  If  these  taxes  were  apportioned  upon  the 
owners  of  one  half  this  property,  the  ratio  would  be  8y®X  per  cent. 

Now,  it  must  be  stated  that  indirect  taxes  are  not  apportioned  either 
according  to  the  ability  of  the  tax-payer  or  to  the  value  of  the  property 
protected^  but  upon  the  opposite  principle  ;  they  are  apportioned  so 
as  to  increase  as  his  means  of  payment  diminish^  and  they  operate  in 
an  inverse  ratio  and  ivith  compound  force  in  proportion  to  his  poverty. 
The  effect  is,  that  the  weight  of  taxation  falls  but  lightly  on  the  very 
wealthy  or  the  privil(^ed  classes.  The  capitalist  whose  direct  tax 
upon  a  million,  at  the  rate  of  two  per  cent.,  would  be  twenty  thousand 
dollars,  pays,  under  the  indirect  system,  but  three  thousand,  if  his  con¬ 
sumption  be  twelve  thousand  dollars  and  the  amount  of  taxation  be 
equivalent  to  one  fourth.  The  person  of  middle  means,  whose  direct 
tax  upon  a  thousand  dollars’  worth  of  property,  at  the  rate  of  two  per 
cent  ,  would  be  twenty  dollars,  pays,  under  the  indirect  system,  two  hun- 


*  The  writer  is  indebted  to  Mr.  Alexander  Delmar,  editor  of  the  Social  Science  Beview, 
for  the  figures  below,  which  are  the  result  of  elaborate  co  nputations  and  a  careful 


analysis  : 

Capital  of  the  United  States  in  1860 . . $11,183,215,628 

Gross  earnings  of  the  entire  people  during  the  fiscal  year  1860 .  6,794,624,040 

Consumption  of  the  entire  people  during  the  fiscal  year,  value .  6,085,463,259 

Net  earnings  of  the  entire  people  during  the  fiscal  year  1860,  being  5  per 

cent,  on  their  capital  value .  ..  709,160,781 


dred  dollars,  if  his  consumption  be  eight  hundred.  The  poor  man, 
whose  direct  tax  upon  a  hundred  dollars’  worth  of  property,  at  the  rate 
of  two  per  cent,  would  be  two  dollars,  pays,  under  the  indirect  sysrem, 
one  hundred  dollars,  if  his  consumption  be  four  hundred  dollars.  If  the 
middle  and  poor  classes  find  their  income  insufficient  to  pay  these  indi¬ 
rect  taxes  and  afford  them  the  comforts  of  life,  they  must  get  along  with 
the  necessaries  ;  if  their  income  will  not  pay  the  indirect  taxes  and 
afford  them  the  necessaries;  they  must  go  to  the  poorhouse  or  die  of 
starvation. 

These  considerations  throw  some  light  upon  the  following  ominous 
statements  in  the  statistical  abstract  of  Grreat  Britain  presented  to  Parlia¬ 
ment,  in  1H65.  / 

“  Number  of  paupers  exclusive  of  vagrants  in  England,  Wales,  and 
Scotland,  for  the  year  1864,  1,129,573.  Population,  23,891,009.  With 
Ireland  included,  total  number  of  paupers,  1,197,708.  Total  ponulation 
29,995,343.” 

The  indirect  system  of  taxation  and  the  special  exemptions  and  privi¬ 
leges  which  have  been  attached  to  classes  of  persons  possessing  large 
property,  or  holding  high  positions  have  caused  this  pauperism  ;  and  the 
same  causes  will  produce  the  same  effects  in  this  country,  unless  the 
people  of  middle  and  small  means  here,  do  what  they  would  do  in  Eno-. 
land  if  they  had  the  right  of  suffrage,  abolish  for  ever  all  special  exemp¬ 
tions  and  privileges,  and  levy  and  raise  the  necessary  revenues  of  the 
country  by  an  equal  apportionment  upon  all  estates,  real  and  personal, 
according  to  value. 

It  is  not  the  opinion  of  the  writer  of  this  report,  that  such  a  meas¬ 
ure,  requiring  time  and  consideration  to  perfect  its  details,  should 
be  preceded  by  a  total  abandonment  of  the  present  revenue  system  ; 
because  the  means  of  supporting  the  government  and  providing  for  the 
national  obligations,  must,  continue  to  be  obtained.  But  it  is  his  opinion 
that  the  present  system  should  be  modified  and  ameliorated  to  the  ^reat- 
cst  possible  extent,  until  one  more  just  and  perfect  has  been  secured,  by 
the  adoption  of  the  requisite  constitutional  amendment.  It  is  for  that 
reason  that  while  he  has  most  cheerfully  agreed  with  his  associates  in 
reductions  of  taxation,  recommended  by  the  general  report,  and  in  modi¬ 
fications  proposed,  which  cannot  fail  to  be  productive  of  good  results,  he 
has  also  agreed  to  the  report  as  a  whole,  notwithstanding  his  preference 
for  what  he  conceives  to  be  a  much  better  .system. 

He  takes  this  occasion  to  say,  however,  that,  so  far  as  any  of  the  par- 
ticular  modifications  or  amendments,  recommended  by  the  Commission 


Would  operate  to  increase  the  tax  upon  tea,  coffee,  sugar,  cotton, or  any 
other  article  of  universal  use,  or  of  agricultural  production  which  must 
find  its  market  abroad,  and,  so  far  as  the  same  recommends  prohibitory 
requirements,  to  drive  out  of  business  any  class  of  small  manufacturers 
in  order  that  the  revenues  may  be  more  certainly  collected  from  a  few 
large  manufacturers,  he  is  compelled  to  differ  from  his  colleagues. 

He  goes  with  them  as  far  as  they  go.  He  agrees  with  them  that  the 
excise  should  be  taken  off  of  all  manufaetured  articles  as  soon  as  possi¬ 
ble,!  but  he  also  holds  that  it  is  equally  or  more  important  that  the  tax 
should  be  removed  from  agriculture,  mining,  transportation,  commerce, 
and  exchanges,  and  that  in  the  shortest  time,  consistent  with  the  general 
interests  of  thecountry,  the  whole  system  should  be  abandoned  for  a  better. 

niRECT  TAXATION. - CONSTITUTIONAL  AMENDMENT. 

The  immediate  difficulty  in  the  way  arises  from  the  following  pro¬ 
vision  in  the  Constitution  of  the  United  States  : — 

No  capitation  or  other  direct  tax  shall  be  laid  unless  in  proportion  to 
the  census  or  enumeration  hereinbefore  directed  to  be  taken.” — Con. 
U.  S.,  Art.  1,  Sec.  9,  IT  4. 

It  will  be  seen,  upon  an  examination  of  the  preceding  table  of  popu¬ 
lation  and  property  in  the  several  States  and  Territories,  that  in  some  of 
the  States  the  value  of  property  “  per  capita”  is  from  two  to  three 
times  as  great  as  in  others,  and  consequently,  that  the  rate  of  taxa¬ 
tion  per  one  hundred  dollars  would  be  from  two  to  three  times 
as  high  in  some  States  as  in  others  if  direct  taxes  were  imposed  by  Con¬ 
gress  in  proportion  to  the  enumeration,  the  only  way  in  which  they  can 
be  imposed  while  that  provision  of  the  Constitution  remains.  For  exam¬ 
ple,  the  population  of  Minnesota  and  Rhode  Island  is  nearly  the  same,  but 
the  value  of  property  in  Minnesota,  as  fixed  by  the  census,  is  $52,29-1,413  ; 
while  that  of  Rhode  Island  is  $135,337,5^8.  Consequently,  under  a 
direct  tax  by  the  general  government,  every  dollar’s  worth  of  property  in 
Minnesota  would  be  taxed  nearly  two  and  a  half  times  as  heavilv  as  the 

*  He  also  doubts  the  propriety  of  an  increase  of  tax  on  cotton  to  take  effect  in  the 
future,  and  the  efficiency  and  justice  of  the  payment  of  drawbacks  as  proposed.  Cotton 
cannot  be  produced  again  as  cheaply  as  it  was  with  slave  labor.  He  is  not  certain  form 
the  statistics  that  we  can  command  the  foreign  markets.  In  1860,  the  total  imports  of 
cotton  into  Great  Britain  were  1,390,938,752  pounds,  of  which  the  United  States  furn¬ 
ished  1,115,800,608  pounds,  and  all  other  countries  175,042,044  pounds.  In  1864,  the 
total  imports  were  893,304,720  pounds,  of  which  879,156,656  pounds  came  from  other 
countries  than  the  United  States. 

f  It  is  the  opinion  of  the  writer  that  the  taxes  on  the  banking  business  are  excessive,  and 
that  they  should  be  revised  and  reduced. 
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same  amount  of  property  in  Rhode  Island.  This  would  be  so  unjust,  and 
so  destructive  of  the  new  and  poorer  IStates,  so  certain  to  drive  from  them 
the  active  capital  they  possess,  that  direct  taxation  will  probably 
never  be  resorted  to  by  the  general  government  so  long  as  that  provision 
stands.  The  amendment  necessary  to  change  it  would  be  to  strilve  out 
the  words,  “or  other  direct,”  and  for  greater  clearness  to  add  “but  all 
other  direct  taxes  shall  be  laid  uniformly  throughout  the  United  iStates, 
in  proportion  to  the  assessed  value  of  property.”  The  paragraph,  as  thus 
amended,  would  read  : 

“  No  capitation  tax  shall  be  laid  unless  in  proportion  to  the  census  or 
enumeration  hereinbefore  directed  to  be  taken,  but  all  other  direct  taxes 
shall  be  laid  uniformly  throughout  the  United  States  in  proportion  to  the 
assessed  value  of  property.” 

The  writer  has  no  hesitation  in  saving  that  such  an  amendment  of  the 
Constitution  ought  to  be  made,  and  should  be  followed  by  universal  di¬ 
rect  taxation,  for  national  purposes,  of  all  the  property  in  the  United 
States.  The  sheriffs  of  the  different  counties  might  be  made  the  gov¬ 
ernment  collectors,  and,  when  collecting  the  state  taxes,  might  also,  for  a 
small  commissirni  and  at  a  trifling  expense,  collect  the  revenues  of  the 
United  States.  The  effect  of  the  system  would  be  to  put  an  end  to  ex¬ 
travagance  in  public  expenditures,  to  prevent  any  further  increase  of  the 
public  debt,  to  prevent  any  unnecessary  foreign  wars,  and  to  secure  a 
wise,  frugal,  and  economical  administration  of  public  affairs  ;  because  the 
tax-payers  would  feel,  as  they  ought  to  do.  the  exact  effect  of  every 
public  burden,  and,  being  advised  in  time  of  every  ailment  affecting  or 
threatening  the  health  and  welfare  of  the  body  politic,  would  be  sure  to 
apply  the  proper  remedy,  and  at  the  right  time.  Should  a  moderate  ex¬ 
cise,  confined  to  one  or  two  articles,  the  use  of  which  is  injurious,  and  a 
moderate  tariff  purely  for  revenue,  be  continued  for  a  short  term  of  years, 
yielding  -SI  50,000,100  per  annum,  a  direct  tax  of  one  percent,  will  raise 
at  once,  with  the  special  duties  referred  to,  ^3*20,000,000,  which  will  pay  all 
public  expenses  and  the  interest  on  the  public  debt,  and  add  850,000,000 
a  year  to  the  sinking  fund.  By  the  end  of  a  short  term  of  years,  the 
duties  referred  to,  after  having  been  reduced  from  time  to  time  to  keep 
pace  with  the  increase  of  property,  could  be  entirely  removed,  and  frt)m 
the  natural  increase  the  same  rate  of  taxation  would  yield  all  the  moneys 
required  by  the  general  government  for  all  purposes  whatever. 

general  system  of  indirect  taxation,  on  as  large  a  scale  as  ours,  will 
either  be  abandoned  for  a  better,  or  it  will  reduce  the  masses  to  pauper¬ 
ism  and  dependence,  and  build  up  a  moneyed  aristocracy,  who  will  ob* 
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tain  and  keep  control  of  the  politics  and  government  of  the  country. 
The  ultimate  result  will  be  revolution,  or  the  loss  by  the  people  of  the 
right  of  suffrage  and  the  overthrow  of  republican  institutions.  The 
manner  in  which  this  system  impoverishes  the  middle  and  poorer  classes, 
and  adds  to  the  advantages  of  the  wealthy,  has  already  been  shown. 
But  other  active  and  powerful  causes  will  hasten  the  catastrophe,  and  de¬ 
velop  the  machinery  by  which  it  will  be  wrought  out. 

Monopolies  of  every  kind  are  universal.  Monopolies  of  land,  monopo¬ 
lies  of  transportation,  monopolies  of  manufacturing, — corporations,  with 
almost  sovereign  powers,  exist  in  every  State.  Millions  of  acres  of  farming 
lands  are  owned  by  some  of  these  corporations.  They  already  have  their 
armies  of  tenants,  employes  and  debtors.  Such  of  these  corporations  as 
have  a  common  business  may  by  degrees  become  consolidated  and  have 
such  power  as  to  prevent  competition,  and  compel  persons  doing  business 
with  them  to  submit  to  their  exactions.  Even  within  these  corporations, 
the  process  of  impoverishing  the  weak  and  enriching  the  strong  and  skil¬ 
ful,  will  be  carried  on  by  combinations  of  large  stockholders,  to  alternately 
raise  and  lower  the  price  of  stocks. — A.t  length  the  parties  and  classes  who 
control  these  various  corporations  will  practically  constitute  a  number  of 
distinct  oligarchies,  with  their  paid  attorneys  in  the  legislature  of  every 
State  and  in  Congress,  and  with  their  representatives  and  agents  in  the 
lobby.  These  oligarchies  will  soon  acquire  the  habit  of  uniting  to  ena- 
able  each  to  accomplish  its  designs.  If,  during  this  condition  of 
things,  national  questions,  stirring  the  hearts  and  enlisting  the  feel¬ 
ings  of  the  people,  shall  arise,  the  representatives  of  these  oligar¬ 
chies  can  unite  with  able  and  unscrupulous  men  who  may  have 
obtained  position,  as  the  leaders  and  exponents  of  the  feelings  of  the 
people  upon  these  exciting  questions.  When  the  influence  or  power 
of  one  part  of  the  league  fails,  that  of  the  other  may  make  up 
the  deficiency.  It  may  also  happen  tliat,  in  consequence  of  a  peculiar 
feature  in  our  constitution,  the  necessity  for  which  has  passed  away,  a 
number  of  States  small  in  population,  but  strong  in  being  the  centre  of 
the  organizations  and  monopolies  referred  to,  will  have  almost  a  control¬ 
ling  interest  in  one  branch  of  Congress.  It  may  then  happen,  that,  under 
the  pretext  of  a  desire  to  accomplish  the  wishes  of  the  people  upon  the 
subjects  in  which  their  feelings  are  enlisted,  and  through  the  instrumen¬ 
tality  in  part  of  the  constitutional  provision  which  makes  each  House  the 
judge  of  the  elections,  qualifications,  and  returns  of  its  members,  honest 
and  earnest  representatives  will  be  made  use  of  to  deprive  a  portion  of  the 
{States  of  their  representation  in  Congress,  and  at  last  to  reduce  to  the 


condition  of  territories  and  deprive  of  the  right  of  suffrage  all  of  the  States, 
the  population  of  which  may  be  free  from  the  control  of  this  combination 
of  interests.  It  will  then  be  an  easy  matter  to  change  the  constitutions  of 
States  retaining  the  rights  of  suffrage  and  representation,  so  as  to  limit  the 
power  of  voting  by  property  qualifications  or  otherwise  to  a  smaller  number 
of  persons.  It  will  then  also  be  easy  to  enact  laws  of  primogeniture,  create 
orders  of  nobility,  elect  a  president  for  life,  remove  all  restrictions  upon 
standing  armies,  and  the  abuse  of  the  public  moneys,  and  we  will  have 
in  full  operation  a  monarchical  system  more  despotic  and  oppressive  than 
any  which  exists  in  Europe.  It  is  not  the  interest  even  of  the  capitalists 
of  this  country,  that  such  events  and  changes  should  take  place ;  as  by 
the  fifth  generation  the  great  mass  of  their  descendants  will  have  been 
reduced  to  the  common  level  of  the  poor,  and  be  exposed  to  the  evils  and 
sufferings  incident  to  oppression.  A  preventive  and  remedy  for  these 
evils  will  be  found  in  part,  in  adhering  to  universal  suffrage,  in  restrict¬ 
ing  the  ownership  of  land  and  the  misuse  of  corporate  powers,  and  in 
abandoning  the  indirect  system,  with  all  its  special  taxes  on  agriculture, 
mining,  transportation,  manufactures,  commerce,  and  industry  of  every 
kind,  and  resorting  to  direct  and  equal  taxation  upon  all  the  property  in 
the  country,  in  proportion  to  its  value. 

Before  leading  this  branch  of  the  subject,  it  may  be  well  to  present 
one  or  two  illustrations  of  the  working  of  the  two  species  of  indirect 
taxation.  The  total  production  of  whiskey  in  the  United  States,  in  18C0, 
was  about  one  hundred  millions  of  gallons.  During  the  pendency  of 
measures  for  internal  taxation,  an  association  of  speculators  was  formed 
to  solicit,  for  purposes  of  speculation,  a  large  increase  in  the  tax,  to  take 
effect  in  the  future.  Congress  being  anxious  to  increase  the  revenue, 
listened  to  their  solicitations.  The  consequence  was,  that  the  tax,  which 
had  previously  been  twenty  cents  per  gallon,  and  continued  at  that  rate 
from  July  1,  1863,  till  March  7,  1864,  was  fixed  in  advance,  and  took 
effect  at  sixty  cents  a  gallon,  from  March  7,  1864,  till  July  1,  1864  ;  at 
one  dollar  and  fifty  cents  per  gallon,  from  July  1,  1864,  till  .lanuary  J, 
1865;  and  at  two  dollars  per  gallon  from  January  1,  1865,  till  July  1, 
1865,  and  until  the  present  time.  The  total  production  and  sale  for  the 
two  fiscal  years  of  1864  and  1865,  was  certainly  not.  less  than  80,000,- 
000  gallons,  or  four  fifths  that  of  the  single  year  1860.  The  average 
of  taxes  and  time  was  $1  04,  and  the  average  of  prices  and  time  was 
^1  25,  adding  to  the  taxes  twenty-one  cents  per  gallon  for  the  cost  of 
producing.  Yet  at  this  low  estimate  for  the  price,  the  80,000,000  gal¬ 
lons  were  consumed  by  the  people  at  a  cost  of  $100,000,000;  but  the 
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government  only  collected  for  the  two  years  $44,427,431,  and  the  differ¬ 
ence,  $55,572,^68,  went  into  the  pockets  of  the  speculators,  and  was 
lost  by  the  rest  of  the  community. 

The  Western  farmer,  finding  his  foreign  market  not  raised  by  our  tax¬ 
ation,  pays,  owing  to  internal  duties,  fifty  per  cent,  additional  on  the  cost 
of  his  supplies,  fifty  per  cent,  additional  on  the  cost  of  transportation, 
and  is  compelled  to  subtract  these  additional  charges,  amounting  to,  say 
twenty  cents  per  bushel,  from  his  selling  price  at  home.  The  result  is,  that 
while  the  cost  of  his  support  is  largely  increased,  he  must  take  fifteen  cents 
a  bushel  in  the  field  instead  of  thirty-five.  He  thus  loses,  on  a  crop  of 
3,000  bushels  $600  by  indirect  taxation,  instead  of  contributing  twenty 
or  thirty  dollars,  as  he  would  probably  do  if  taxation  were  direct. 

A  recent  circular  from  a  leading  member  of  the  book  trade,  quoted  in 
the  General  Report  of  the  Commission,  says  :  ‘‘  It  is  also  evident  that  it 
is  neither  just  nor  equal  that,  in  a  country  where,  above  all  others 
the  public  welfare  depends  upon  the  universal  diffusion  of  knowledge, 
there  should  be  levied  upon  the  medium  of  this  diffusion,  a  higher  tax,” 
&c.  Yet,  after  (he  expression  of  this  sentiment,  it  is  shown  that  such 
paper  as  costs  in  England  ten  cents  per  pound  gold,  and  can  be  laid 
down  in  New  York,  duties  off,  fcr  fifteen  cents  currency,  cannot  bt;  had 
by  the  book  or  newspaper  printer  at  wholesale,  for  less  than  thirty  cents 
per  pound,  of  course,  owing  to  customs  duties  here. 

THE  ARGUMENT  CONCl.UDED. 

All  the  elements,  for  the  solution  of  the  question  before  us,  have  now 
been  brought  together.  Group  them  in  any  way,  they  can  lead  the 
thoughtful  mind  to  but  one  conclusion.  They  establish  beyond  all  con¬ 
troversy  the  following  propositions  : 

1.  Our  debt  is  not  excessively  large  compared  with  our  means  of  pay¬ 
ment.  The  interest  paid  is  unreasonable  and  extravagant. 

2.  For  want  of  further  taxes  upon  the  property  in  the  public  secu¬ 
rities,  the  most  glaring  and  tremendous  inequality  and  injustice  exist, 
to  the  advantage  of  a  special  class,  who  hold  free  of  public  burdens  one 
sixth  of  the  whole  of  the  property  in  the  United  States,  and  to  the  injury 
and  irritation  of  nearly  all  the  tax-payers  and  voters  in  the  country,  who 
have  the  power  to  obtain  justice  through  the  ballot-box,  and  will  have 
the  opportunity  of  using  that  power  in  less  than  three  years.  A  tax  of 
about  one  per  cent,  on  the  property  in  those  securities  would  equalize,  to 


a  satisfactory  extent,  the  entire  present  amount  of  taxation  on  the  ac¬ 
cumulations,  the  real  and  personal  estate  of  all  property  owners. 

3.  There  is  no  contract,  moral  obligation,  or  law,  which  forbids  the 
imposition  of  that  tax. 

d.  It  is  required  by  other  considerations  of  public  policy  of  the  most 
weighty  character. 

Justice,  in  every  sense,  is  the  highest  duty  of  all  governments.  They 
are  ordained  by  the  Almighty  to  administer  justice,  and  to  claim  as 
His  representatives  the  obedience  of  their  subjects.  Like  Him,  they 
should  administer  that  justice  in  mercy,  and  render  to  every  man  his 
due.  No  reasons  however  specious,  no  necessities  however  urgent,  can 
excuse  a  delay  or  refusal  to  fulfil  this  requirement. 

But  several  objections  have  been  urged,  only  on  grounds  of  policy 
and  pecuniary  interest,  to  the  imposition  of  this  tax.  It  has  been  said 
that  it  would  impair  our  credit,  and  lessen  the  price  we  would  obtain  fin’ 
our  securities.  There  can  scarcely  be  a  lower  motive  for  right  conduct 
than  a  desire  to  obtain  credit  and  honor.  That  desire  is  no  excuse  for 
doing  or  persisting  in  a  wrong  It  has  been  the  cause  of  nearly  all  the 
wars  which  have  desolated  the  earth,  and  of  nearly  all  the  oppression  un¬ 
der  which  nations  have  groaned.  A  much  higher  motive  is  the  sentiment 
of  justice,  and  the  highest  and  best  of  all,  the  love  of  mankind,  and  the 
fear  of  God,  which  is  the  beginning  of  wisdom.  The  discoveries  of  .«;ci- 
ence,  the  endless  figures  of  statistics,  the  abstruse  and  far-drawn  d(idnc- 
tions  of  the  scholar,  lead  at  last  only  to  this  central  truth,  and  all  sound 
political  knowledge  and  statesmanship  must  rest  upon  and  grow  out  of 
it.  It  follows  that  the  essential  question  for  every  government,  which,  as 
has  been  said,  is  but  the  aggregate  of  individuals,  is  the  same  as  for  the 
individuals  themselves,  whether  an  act  is  right  or  wrong  in  itself,  and 
whether  it  will  promote  the  welfare  of  the  community,  and  the  general 
happiness  of  mankind.  Acting  upon  these  principles,  there  can  be  no 
foreign  war  but  a  war  of  defence,  and  no  internal  tumult  but  from  the 
rejoicings  of  a  free  and  prosperous  people.  Having  no  wish  to  rob  or 
wrong  any,  or  to  withhold  from  them  their  dues  until  the  accomplishment 
of  a  special  purpose,  whether  to  favor  a  clique  or  fund  a  loan,  if  its  af¬ 
fairs  be  discreetly  managed,  all  will  trust  it  without  fear,  and  it  will 
have  a  real  and  invulnerable  credit. 
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CREDIT. 

Every  business  man  recognizes  the  distinction  between  a  sound  credit, 
and  a  fictitious  or  false  credit.  Every  business  man  knows  and  feels 
that  if  the  credit  of  a  government  depends  on  exempting  twenty-five 
hundred  millions  of  dollars  worth  of  accumulated  capital  from  taxation, 
while  all  other  property  and  all  branches  of  industry  are  heavily  bur¬ 
dened,  that  credit  ought  to  fail,  and  will  fail.  It  is  a  false  credit.  It  is 

robbing  Peter  to  pay  Paul.”  It  is  like  the  debtor  who  has  lost  part  of 
his  property,  and  has  not  the  courage  to  say  so,  resorting  to  shifts,  and 
devices,  and  usury,  until  he  finally  breaks  down  and  leaves  his  securities 
to  pay  his  debts.  His  false  credit,  costing  more  than  a  sound  credit, 
ruins  him,  ruins  his  confiding  friends,  and  benefits  no  one  but  the  men 
who  have  ^ot  out  of  him  a  higher  rate  of  interest  than  their  money 
was  worth,  if  loaned  to  a  plain,  straightforward,  frugal  man  of  sound 
credit. 

The  question  of  what  is  and  what  is  not  a  sound  or  fair  credit,  is  not 
affected  by  the  amount  of  the  indebtedness.  Overwhelm  a  sound  and 
able  man  with  debt  and  he  will  work  out  of  it.  Give  a  feeble  and  un¬ 
principled  man  any  amount  of  money  and  moderate  liabilities,  and  he  will 
be  ruined  ;  nor  will  he  have  a  credit  to  compare  with  that  of  his  honest 
neighbor. 

Why  is  this  ?  It  is  because  the  weak  and  bad  rich  man  will  become 
the  prey  of  plunderers,  while  careful  lenders  will  measure  him  and  his 
mode  of  doing  business,  and  avoid  him,  knowing  that  his  downfall  is  but 
a  question  of  time. 

IS^ow,  the  credit  of  a  government  is  somewhat  diffen'cnt  from  that  of  a 
trader.  It  is  not  expected  to  have  a  merchant’s,  or  broker’s,  or  banker’s 
credit.  If  it  wished  to,  it  could  deceive  no  one  but  the  most  ignorant, 
and  that  only  for  a  time,  by  resorting  to  the  shifts  of  the  needy  bor¬ 
rower. 

The  credit  and  obligations  of  a  government  are  like  those  of  a  trustee 
or  guardian.  Such  credit  requires  no  secrecy,  no  trick.  It  requires  an 
open,  honest,  econonomical  administration  of  the  assets  in  hand.  It  re¬ 
quires  that  expenses  shall  be  kept  low,  speculation  be  avoided,  new  loans 
made  only  at  low  rates  of  interest,  and  that  justice  be  done  as  w^ell  to 
the  ward  as  to  the  creditors. 

It  follows  that  the  tax  proposed  can  be  levied  without  the  slightest  in¬ 
jury  to  our  credit  or  the  market  value  of  our  bonds.  We  should  be 
be  warned  by  the  rate  of  interest  at  which  investments  in  our  gold  bonds 
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are  made,  about  three  times  as  high  as  that  obtained  upon  British  secu¬ 
rities,  that  the  legislation  and  finances  of  the  country  must  be  put  on  a 
stable  basis,  and  upon  a  plan  which  contemplates  the  payment  of  no 
higher  interest  than  other  nations,  of  the  same  or  less  strength,  are 
paying. 

That  sueh  a  plan  is  had  in  view  by  the  government,  there  can  be  no 
doubt,  but  to  accomplish  it,  the  obstacles  in  the  way  must  first  be  re¬ 
moved,  and  they  must  be  felt  to  be  obstacles. 

The  obstacles  are  not  doubts  of  the  permanency  of  our  government, 
nor  of  our  resources  and  means  of  payment.  They  are  doubts  and  mis¬ 
givings  as  to  the  extent  and  length  of  time  to  which  our  people,  exerci¬ 
sing  the  law-making  power,  will  consent  to  make  the  needful  sacrifices 
and  submit  to  the  hardships  of  heavy  and  unequal  taxation.  To  leave 
the  public  debt  itself  for  the  payment  of  which  the  taxes  are  to  be  laid, 
the  subject  of  irritation,  prejudice,  and  hatred,  because  its  owners  are 
made  a  privileged  class  and  exempt  from  their  share  of  taxation,  is  to 
effectually  prevent  the  removal  of  these  doubts. 

We  must  take  it  for  granted  that  what  is  known  here  will  soon  be 
known  every  where,  and  we  must  cure  the  evil,  not  try  to  hide  it,  or  defer 
its  consideration. 

There  can  be  no  time  for  such  action  so  favorable  as  the  present,  when 
the  voice  of  party  is  still,  and  before  the  distresses  of  the  country  have 
become  great.  It  may  happen  soon,  and  will  happen  if  the  pressure  and 
contraction-policy  be  adopted  and  carried  far,  that  commercial  bankruptcy, 
and  general  suffering  will  co-exist  with  political  excitement  and  the  agi¬ 
tation  of  a  presidential  election.  All  taxes  at  that  time  will  be  paid  with 
difficulty  and  reluctance.  There  is  danger  that  then  the  owners  of  the 
fifteen  thousand  millons  of  property  subject  to  local  taxation,  uniting  with 
the  classes  who  own  no  property,  but  who  are  heavily  taxed  in  their  con¬ 
sumption  and  industry  on  account  of  the  national  debt,  all  of  whom  aid 
in  and  who,  together,  can  control  beyond  question  the  election  of  mem¬ 
bers  of  Congre.ss,  will  under  the  impulse  of  resentment  and  sutferino^,  c^o 
past  the  ground  of  equalization  of  taxes,  and  upon  some  plausible 
pretext  demand  and  procure  legislation  of  the  most  radical  and  danger- 
erous  character.  A  careful  and  conscientious  examination  of  the 
subject  has  led  the  undersigned  to  prepare  and  submit  to  his  col¬ 
leagues  the  form  of  a  bill,  for  the  consideration  of  Congress,  submitted 
herewith,  which  in  his  judgment  will  secure  the  following  results,  if 
adopted. 
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1.  The  removal  of  the  injustice  complained  of,  by  levying  and  collect¬ 
ing,  in  a  sure  and  simple  mode,  duties  on  the  income  and  dividends  from 
the  securities  of  the  United  States,  equal  to  seven-tenths  of  one  percent., 
on  the  principal  of  those  payable  in  gold,  and  equal  to  one  per  cent,  of 
the  principal  of  those  payable  in  lawful  money. 

2.  The  establishment  of  a  sinking-fund,  with  such  qualities  and  at¬ 
tributes  as  to  be  safe  and  secure  from  perversion  or  misappropriation, 
with  parties  always  in  being  having  the  right  and  the  disposition  to  pro¬ 
tect  it. 

3.  By  a  provision  for  a  good  and  most  useful  public  purpose,  the  con¬ 
version  of  all  feeling  adverse  to  the  public  debt,  into  one  of  attachment 
and  sedulous  care  for  its  payment,  making  all  the  people  of  the  United 
States  its  guardians,  and  giving  them  and  their  posterity  a  direct  inter¬ 
est  in  its  speedy  extinction. 

The  reasons  for  the  last  two  provisions  are  apparent. 

SINKING  FUND. 

To  suppose  that  a  debt  of  thousands  of  millions  will  ever  be  paid  by 
relying  on  the  constant  and  steady  appropriation  of  amounts  of  surplus 
which  may  come  into  the  treasury  to  the  credit  of  the  general  fund,  is  to 
suppose  that  the  Treasury  Department  will  always  be  guided,  as  now, 
with  ability  and  prudence,  and  that  successive  legislatures  wdll  find  no 
pressing  and  important  objects  requiring  the  expenditure  of  money. 

Sinking  Funds  have  been  devised  to  give  a  guaranty  of  persistence  in 
the  policy  of  payment,  and  although  they  have  often  been  objected  to  on 
account  of  the  frequent  perversion  of  the  funds  to  other  uses,  bonds 
known  as  Sinking  Fund  bonds,  will  always  bring  a  higher  rate  in  the 
market  than  other  bonds  of  equal  value  in  every  other  respect. 

The  plan  for  a  Sinking  Fund,  presented  herewith,  is  said  to  be  differ¬ 
ent  from  any  heretofore  adopted  or  recommended,  in  converting  the 
moneys  belonging  to  it  into  trust  moneys,  a  beneficial  interest  in  which 
is  held  outside  of  the  government,  so  that  no  application  can  be  made  of 
them  except  for  the  purposes  intended.  It  will  be  seen,  also,  that  their 
custody  is  so  guarded,  and  their  investment  icquired  in  such  a  manner, 
that  the  amount  of  cash  must  always  be  small,  and  that  the  bonds  pur¬ 
chased  are  stamped  by  cutting  through  and  across  the  signature,  so  as  to 
be  useless  for  negotiation  or  sale.  The  interest  is  to  be  collected  on  the 
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bonds  held,  so  as  to  obtain  the  full  operation  of  the  law  of  compound  in¬ 
terest,  and  hasten  the  day  of  final  payment.  It  then  becomes  a  simple 
question  whether  the  receipts  and  revenues  of  the  government  can  be 
made  sufficient  to  pay  expenses  and  the  interest  on  the  debt.  If  they 
can,  and  no  new  debts  be  contracted,  its  final  payment  will  occur,  as 
an  arithmetical  certainty,  within  a  number  of  years  proportioned  to 
the  relation  the  annual  accretion  to  the  sinking  fund  bears  to  the  whole 
debt. 

SCHOOL  FUND  ANNUITIES. 

This  generation  hands  down  to  posterity  a  legacy  of  debt,  and  some 
blood-stained  pages  in  our  history.  Let  us  hope  the  social  changes  will 
prove  to  be  worth  what  they  have  cost,  and  the  Constitution,  saved 
through  the  fires  of  civil  war,  will  always  endure.  Is  it  not  fitting  that 
we  should  also  leave  them  a  legaev  of  blessings  bv  constituting  the  rem- 
nant,  only  a  tenth  part  of  the  whole  debt,  a  perpetual  fund  for  the  free 
education  of  the  children  of  the  United  States?  When  these  moneys  are 
received  on  the  birthday  of  the  Father  of  his  Country,  will  they  not  carry 
joy  to  many  humble  homes  and  give  the  strongest  assurance  that  the 
Union,  born  in  revolution,  and  defended  with  human  lives,  will  be  con* 
tinned  by  the  virtue  and  intelligencs)  of  its  citizens? 

The  prospect  of  the  enjoyment  of  this  boon,  the  sacred  character  of  its 
destination,  and  the  universal  interest  in  it,  will,  it  is  thought,  insure  a 
more  certain  collection  of  the  public  dues,  and  “  popularize”  and 
strengthen  the  national  credits,  so  as  to  advance  them  to  the  front  rank 
of  the  securities  of  any  nation.  Thus  the  rate  of  interest  paid  will  be 
lessened  and  Ihe  public  burdens  lightened. 

TESTIMONY  OF  BOND  HOLDERS* 

But  the  question  of  the  effect  of  the  proposed  measure  upon  the  credit 
of  the  government  may  be  considered  settled,  and  that  by  the  best  evi* 
dence  which  can  be  produced,  that  of  the  bondholders  themselves. 

Among  the  persons  examined  under  oath  before  the  commission,  were 
the  following,  all  of  whom  were  interested  in  the  government  securities, 
some  as  officers  of  large  banking  institutions,  some  as  owners  and  dealers 
for  foreign  account  and  others  capitalists,  holding  very  large  investments  : 
C.  T.  Hillyer,  Henry  A.  Perkins,  John  L.  Bunco,  James  S.  Tryon,  Jona¬ 
than  F.  Morris,  Olcott  Allen,  James  Groodwin,  Stephen  D.  Pardee,  E. 
V.  Houghwout,  John  W.  Hunter,  Royal  Phelps,  William  B.  Astor, 
William  M.  Yermilye,  J.  F.  D.  Lanier,  Greorge  Speyer,  Louis  A.  Yon 
Hoffman,  George  S.  Coe,  James  Burnett,  and  John  Q.  Jones. 
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Of  these  gentlemen,  two  or  three  had  been  under  the  impression  that 
the  United  States  securities  were  exempt  from  taxation  of  every  kind. 
There  was  some  diversity  of  opinion  as  to  the  taxation  of  bonds  held 
abroad,  or  their  income.  But  the  opinion  was  almost  unanimous,  that 
if  it  was  not  forbidden  by  the  acts  authorising,  the  loans,  a  tax  should  be 
imposed  as  an  equivalent  for  the  exemption  from  local  taxation;  that  justice, 
the  public  good,  and  the  interests  of  the  bondholders  themselves,  required 
it,  and  that  the  effect  would  not  he  injurious  to  the  public  credit. 

General  Hillyer  said  :  “I  should  value  the  Government  securities 
more  if  they  were  taxed  than  as  they  are,  because  the  country  I  think 
would  be  more  quiet  if  they  were  taxed  generally  like  other  property. 
We  have  got  to  pay  such  an  amount  of  taxes,  and  men  pay  taxes  more 
cheerfully  when  they  are  paid  equally,  and  the  only  complaint  we  make 
about  taxes  is,  that  our  neighbor  pays  less  than  we  do.  We  should  not 
talk  about  repudiation.  Now  we  buy  them,  knowing  that  individuals 
and  political  parties  are  questioning  the  propriety  of  so  much  property 
being  held  without  being  taxed.” 

Mr.  Tryon  said  :  “  I  should  think  that  if  it  were  possible  to  arrive  at 
an  equal  distribution  of  the  additional  burden,  so  that  the  banks  as 
corporations  should  not  be  taxed  any  heavier,  taking  their  existing  tax 
into  account,  than  individuals  who  hold  individual  securities,  such  a 
measure  would  be  popular  with  capitalists  and  just  in  itself.” 

Mr.  Morris  said  :  ‘‘  I  have  thought  of  the  matter  somewhat,  and  it 
has  struck  me  favorably,  that  there  should  be  a  more  equal  manner  of 
taxing.  Of  course,  there  is  a  large  amount  of  property  of  the  country 
now  exempt  from  taxation  by  reason  of  being  invested  in  the  Government 
securities.  1  have  heard  it  stated  by  many  that  it  would  be  a  breach  of 
faith  on  the  part  of  the  Government  to  tax  such  securities.  Perhaps  it 
would  be  so,  but  I  have  felt  that  it  must  come  to  that  sooner  or  later,  and 
yet  I  have  hardly  been  able  to  make  up  my  mind  to  assent  to  it.  Q.  If 
it  should  be  ascertained  by  an  examination  of  the  bonds  themselves,  that 
there  is  no  obligation  on  the  part  of  the  Government  to  refrain  from  tax¬ 
ing  these  securities  there  would  be  no  objection  ?  A.  I  think  it  would 
be  right,  and  would  be  so  regarded  by  the  great  mass  of  the  community.” 

Mr.  Perkins  said  :  I  see  no  objection  to  taxing  them  to  a  reasonable 
extent,  if  not  prohibited  in  the  bonds  or  Acts  of  Congress  ;  but  they  were 
issued  to  be  exempt  from  local  taxation.” 
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'  Mr.  Astor  said:  i  know  very  well  that  they  are  not  exempt  from 

taxation  by  the  general  government,  and  I  should  think  that  they  might 
bear  a  tax.  I  don’t  know  exactly  how  much,  however ;  certainly  not 
more  than  one  per  cent.  ]  do  not  think  that  with  proper  restrictions  and 
safeguards,  it  would  affect  the  credit  of  the  government.  It  might  have 
a  little  influence  on  the  prices  of  stocks.  I  think  our  securities  are  ac¬ 
tually  worth  more,  and  ought  to  be  sold  at  a  higher  price  abroad,  than 
they  are  now  bringing.  I  do  not  think  that  the  magnitrfde  of  the  debt 
is  a  reason  why  government  bonds  should  sell  as  low  as  they  do.” 

Mr.  Phelps  said  :  “My  opinion  is,  that  it  is  quite  necessary  for  the 
government  to  consult  the  principles  of  equity  and  justice  in  the  imposi¬ 
tion  of  taxes.  They  should  be  equally  imposed,  and  press  as  lightly  as 
possible  upon  the  industrial  interests  of  the  country.  I  know  that  there 
has  been,  and  is,  considerable  excitement  about  the  exemption  of  one 
class  of  property  holders  from  any  tax  for  the  support  of  the  government, 
and  I  think  that  this  matter  deserves,  and  ought  to  have,  the  immediate 
and  earnest  attention  of  Congress.  It  ou^ht  not  to  be  left  until  we  get 
into  the  midst  of  political  excitement  and  agitations,  at  a  time,  possibly, 
when  the  country  may  be  suffering  from  commercial  disasters,  or  from  pe¬ 
cuniary  distress.  As  to  the  extent  or  the  manner  in  which  that  duty  shall 
be  performed,  I  am  not  prepared  to  express  a  definite  opinion  ;  but  I 
would  say  that  the  future  credit  of  this  country  depends  on  the  justice  of 
its  system  of  taxation.”. 

Mr.  Vermilye  said,  “  I  think  if  the  tax  is  imposed  the  plan  is  a  good 
one.  I  do  not  think  that  the  tax  of  one  per  cent.,  when  it  comes  to  be 
understood  by  foreign  bond-holders,  who  are  now  getting  nine  per  cent, 
in  gold,  would  be  regarded  as  of  an}’  consequence,  provided  we  paid  our 
interest  promptly,  and  adopted  such  a  policy  as  to  give  the  assurance  of 
the  early  payment  of  the  debt.  I  think  it  quite  possible  that  the  bonds 
would  advance  in  price  under  such  a  tax,  if  the  policy  and  management 
of  the  government  were  known  to  be  sound.  I  consider  it  necessary  in  a 
popular  government  like  this,  where  nearly  all  the  people  are  voters  and 
elect  the  Congress  of  the  nation,  that  there  should  be  equality  of  taxa¬ 
tion  and  a  general  satisfaction,  particularly  in  regard  to  the  arrangements 
made  respecting  the  public  debt,  and  it  is  unsafe  to  leave  these  securi¬ 
ties  in  a  position  where  the  prejudices  and  interests  of  the  people  may  be 
arrayed  against  their  owners.  I  do  not  think  there  should  be  any  differ¬ 
ence  in  taxation  between  American  and  foreign  bond-holders.  Q.  How 
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high  a  tax  do  you  think  ought  to  be  imposed  ?  A.  I  think  not  exceed¬ 
ing  one  per  cent,  would  be  sufficient.” 

Mr.  Speyer  said,  “I  think  the  citizens  of  this  country  would  pay 
the  tax  very  willingly.  I  think  it  would  strengthen  the  feeling  in  re¬ 
spect  to  government  securities  in  this  country,  if  they  were  taxed  by  the 
general  government  to  a  limited  extent,  so  as  to  remove  any  feeling  of 
irritation,  about  any  supposed  inequality,” 

Mr.  Von  Huffman  said,  I  think  that  the  matter  should  be 
seriously  weighed  by  Congress,  and  they  ought  in  the  performance 
of  their  duties  to  consider  whether  or  not  the  position  of  the 
bond-holder  is  regarded  by  the  people  as  a  favored  position,  and  whether 
a  prejudice  is  not  growing  up  from  that  cause.  I  think  the  creation  of 
a  sinking  fund  with  proper  guarantees,  will  be  favorably  regarded  abroad. 
Our  debt,  not  being  a  permanent  one,  like  the  English  debt,  but  having 
fixed  maturities,  we  ought  to  have  a  sinking  fund.  I  think  the  pro- 
visif)ns  of  the  bill  will  secure  the  proper  preservation  and  application 
of  that  fund.  My  opinion  is,  that  the  foreign  bond-holders,  if  they  them¬ 
selves  were  not  subject  to  taxation  would  approve  of  the  imposition  of 
this  tax,  and  the  application  of  it  in  the  manner  proposed,  to  the  creation 
of  a  sinking  fund.  I  do  not  think  that  the  foreign  bond-holders  not  being 
citizens  of  the  United  States,  ought  to  be  taxed,” 

Mr.  Lanier  said  :  I  have  some  doubt  about  the  effect  upon  the 
market  value  of  the  securities.  I  think  they  ought  to  be  taxed,  and  as  a 
citizen  I  think  it  is  just,  but  as  a  matter  of  policy,  I  have  some  doubt. 
As  an  American  citizen  and  property  holder  I  wmuld  be  perfectly  willing, 
and  I  think  it  would  be  just  that  the  tax  should  be  imposed.  I  see  the 
necessity  of  removing  irritation  and  preventing  a  feeling  of  prejudice  on 
the  part  of  the  owners  of  other  descriptions  of  properly  against  this  class 
of  property.  It  may  operate  very  disastrously  in  the  future,  and  if  there 
were  no  questions  of  probable  negotiations  for  new  loans  ahead,  I  .should 
say  impose  the  tax  at  once.” 

Mr.  Pardee  said  :  “  My  opinion  is  that  the  first  effect  of  the  passage  of 
this  act  for  imposing  a  tax  and  crealing  a  sinking  fund,  would  be 
rather  to  depress  the  securities,  but  after  the  sinking  fund  was  created 
and  was  increased,  it  would  have  a  tendency  to  improve  the  market 
value  of  the  securities.  I  do  not  see  how  the  provisions  of  this  bill  can 
be  evaded.  I  think  they  are  such  as  to  make  it  sacredly  preserved  as  a 
sinking  fund.” 


Mr.  Allen  said:  ‘‘I  think  the  effect  of  the  taxation  for  the  purposes 
specified  would  be  good.  I  think  the  provisions  of  the  bill  are  well 
guarded  for  the'  protection  of  the  fund.  My  opinion  is  now  entirely 
different  from  what  it  was  when  I  testified  at  Hartford  some  days  ago. 
I  have  ascertained  upon  inquiry  that  there  was  no  obligation  on  the  part 
of  the  government  of  the  United  States  to  refrain  from  taxing  these  se¬ 
curities,  and  therefore  I  have  come  to  the  conclusion  expressed  in  my 
testimony  to-day.” 

Mr.  Houghwout  said  :  “  I  do  not  think  that  the  G-overnment  of  the 
United  States  is  bound,  in  connection  with  the  public  debt,  to  any  pro¬ 
visions  not  contained  in  the  law  which  creates  that  debt,  nor  in  the  Con¬ 
stitution  of  the  United  States.  I  should  think  it  a  fair  object  of  in¬ 
quiry,  whether  property  invested  in  that  shape  should  not  be  subject  to 
the  burthens  of  the  Government  equally  with  the  other  property  of  the 
country.  I  think  the  provisions  of  the  bill  for  creating  and  preserving  a 
Sinking  Fund  from  misapplication  or  abuse  are  very  complete.  I  think 
the  provisions  in  regard  to  the  custody  and  investment  of  the  moneys 
and  the  custody  and  management  of  the  bonds  are  well  guarded.  I 
think  the  provision  creating  a  permanent  fund  for  the  benefit  of  educa¬ 
tion  in  the  United  States  and  giving  to  every  inhabitant  an  interest  in  it, 
will  have  a  tendency  to  popularize  and  strengthen  the  securities  of  the 
Government.” 

Mr.  Hunter  said  :  “  I  could  hardly  give  an  opinion  of  the  effect  of 
such  a  measure  upon  the  credit  of  the  Government  securities^ and  upon 
the  interest  of  the  government  without  further  consideration.  It  might 
work  very  beneficially,  and  I  think  it  would  after  it  was  once  in  opera¬ 
tion  and  understood  by  the  people.  I  think  also,  it  would  be  very  dan¬ 
gerous  to  leave  government  securities  entirely  without  taxation,  while 
taxing  every  other  species  of  property.  I  think  it  would  result  in  irri¬ 
tation  in  the  public  mind  that  would  ultimately  be  injurious  to  the 
interest  of  the  government  and  the  bond-holders.  Q.  From  your  expe¬ 
rience  as  a  business  man,  what  is  your  opinion  as  to  the  sufficiency  of 
the  means  provided  in  the  act,  to  take  care  of  and  secure  the  Sinking 
Fund?  A.  I  think  the  provisions  are  all  good  and  will  accomplish  the 
purpose.”  • 

Mr.  Coe  said  :  ‘‘ I  think  there  is  a  general  public  sentiment  of  dis¬ 
satisfaction,  in  regard  to  the  inequality  of  taxation  between  the  property 
in  the  public  funds  and  other  species  of  property.  I  think  the  imposition 
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of  a  tax  by  the  government  would  quiet  the  public  minJ,  and  would  bo 
equitable  under  the  circumstances  of  the  country.  The  instant  effect 
may  be  to  create  a  feeling  that  the  value  of  the  securities  was  impaired, 
but  1  think,  subsequently,  reflection  would  lead  to  the  conclusion  that 
the  stability  of  the  debt,  and  its  security  and  ultimate  payment,  would 
be  so  greatly  secured  as  to  increase  its  value  in  the  public  estimation. 
Without  having  had  time  to  examine  it,  the  bill  seems  to  me  to  cover 
all  the  points  proposed.  The  means  for  preventing  misappropriation  of 
the  Sinking  Fund  seem  to  me  to  be  adequate  and  well  adapted  to  the 
end.  It  seems  to  me  the  provision  for  education  is  not  necessary  to  the 
perfection  and  completion  of  the  plan,  which  I  consider  complete  without 
that.” 

Mr.  Burnett  said  :  “  I  agree  with  Mr.  Coe,  that  there  is  a  gen¬ 
eral  dissatisfaction  in  regard  to  the  want  of  further  taxation  of  prop¬ 
erty  in  the  Funds.  So  far  as  the  imposition  of  such  a  tax  would  produce 
the  result  of  equalizing  the  taxation  with  what  it  would  have  been  if 
the  bonds  had  not  been  exempt  from  state  and  local  taxes,  I  agree  that 
the  imposition  of  the  tax  would  be  a  wise  measure,  and  would  have  a 
good  effect.  In  regard  to  the  bill  referred  to,  my  impression  is,  that  its 
adoption  would  be  satisfactory  so  far  as  it  accomplishes  the  purpose  of 
the  equality  proposed.  The  provisions  of  the  bill,  so  far  as  it  will 
operate  upon  a  Sinking  Fund,  seem  to  me  to  be  well  drawn,  and  well 
considered.  I  think  decidedly  that  they  will  be  adequate  to  accomplish 
the  purpose  of  preserving  the  Sinking  Fund,  and  securing  the  ultimate 
payment  of  the  debt.  I  think  the  bill  is  perfect  as  a  plan  without  the 
provision  in  reference  to  education.” 

Mr.  Jones  said:  ‘‘I  agree  entirely  with  the  statements  made  by  Mr. 
Coe.  I  agree  that  there  is  a  feeling  of  dissatisfaction,  and  that  the  gov¬ 
ernment  should  impose  the  necessary  tax  to  remove  that  feeling  ;  that  the 
ultimate  effeet  would  be  good,  and  that  the  provisions  of  the  bill  referred 
to  are  adequate  and  complete  for  the  accomplishment  of  the  purpose  in¬ 
tended,  creating  and  preserving  a  sinking  fund.  I  think  there  would  be 
a  feeling  of  dissatisfaction  among  the  capitalists  of  this  country,  if  for¬ 
eigners  should  be  exempted.  I  represent,  myself,  a  very  considerable 
amount  of  foreign  capital  invested  in  this  country,  and  I  speak  both  from 
my  knowdedge  of  the  circumstances  of  the  country,  and  my  ideas  of 
what  would  be  just  to  foreign  bondholders.  I  do  not  think  that  bonds 
now  held  abroad  should  be  exempt.” 
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The  form  of  a  bill  for  an  act  to  levy  a  special  income  tax,  and  to 
create  and  preserve  a  Sinking  Fund  is  herewith  submitted  as  a  part  of  this 
report,  and  it  is  earnestly  hoped  that  its  consideration  and  the  action  of 
Congress  upon  the  subject,  will  prove  conducive  to  the  best  interests  of 
the  country. 

The  form  of  the  proposed  Constitutional  amendment  in  lieu  of  Art.  I., 
Sec.  9,  IF  4,  U.  S.  Const.,  is  also  herewith  submitted. 

S.  S.  HAYES. 


A  BILL  FOR 


AN  ACT 

TO  LEVY  A  SPECIAL  INCOME-TAX,  AND  TO  CREATE  AND 

PRESERVE  A  SINKING  FUND. 


Be  it  enacted  hy  the  Senate  and  the  House  of  Bepresentatives  of  the 
United  States  of  America  in  Congress  assembled.  That,  fcr  the  Pur¬ 
pose  of  equalizing  Taxation,  and  securing  the  Payment  of  the  Public 
Debt  by  creating  and  preserving  a  Sinking  Fund,  and,  in  Addition  to 
the  ordinary  Duty  upon  Annual  Gains,  Profits,  and  Income,  which 
now  is  or  hereafter  may  be  authorized  by  Law  to  he  levied  and  col¬ 
lected,  there  shall  be  levied,  collected,  and  paid,  annually,  in  the  Manner 
hereinafter  provided,  upon  the  Annual  Gains,  Profits,  Income,  and 
Dividends  of  every  Person  residing  or  Corporation  being  in  the 
United  States,  and  of  every  Citizen  of  the  United  States  travelling 
abroad,  derived  from  any  of  the  Bonds,  Certificates,  or  other  Securities, 
or  any  other  Interest-bearing  Indebtedness  issued,  or  payable  hy  the 
United  States,  a  Duty,  payable  in  Lawful  Money,  equivalent  to  One 
per  Centum  on  the  Principal  of  such  of  said  Bonds,  Certificates,  or 
other  Securities,  or  other  Indebtedness  which  shall  belong  to  or  be  held 
for  the  Use,  Account,  or  Benefit  of  such  Person,  Corporation  or  Citizen 
the  Interest  on  which  may  he  payable  in  Lawful  Money,  and  a  Duty, 
payable  in  Specie,  equivalent  to  Seven-Tenths  of  One  per  Centum  on 
the  Principal  of  such  of  said  Bonds,  Certificates,  or  other  Securities, 
or  other  Indebtedness,  which  shall  belong  to,  or  be  held  for  the  Use, 
Account  or  Benefit  of  such  Person,  Corporation  or  Citizen,  the  Interest 
on  which  may  be  payable  in  Specie. 

Section  — And  he  it  further  enacted^  That  it  shall  be  the  Duty  of 
every  Officer  who  shall  be  required  by  Law  or  by  the  Orders  or  Eegu- 
lations  of  the  Secretary  of  the  Treasury  to  pay  the  Interest  on  any  of 
the  Bonds,  Certificates,  or  other  Securities,  or  Interest-bearing  Debt  of 
the  United  States  when  making  Payment  of  such  Interest,  to  collect 
and  retain  for  the  United  States,  for  the  Uses  and  upon  the  Trusts 
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hereinafter  specified,  the  Duties  by  this  act  provided  to  be  levied,  the 
same  to  be  retained  by  him  out  of  the  Moneys  in  his  Hands  for  the 
Payment  of  said  Interest,  and  in  particular,  from  the  Sum  or  Sums 
which  would  otherwise  be  payable  in  satisfaction  of  any  Part  of  the 
said  Interest,  or  of  any  of  the  Interest-Notes  or  Coupons  pertaining 
thereto,  and  then  payable,  or  paid.  The  said  Duties  shall  be  collected 
and  retained  in  Half-yearly  Instalments  when  a  Half-Year's  Interest  is 
paid,  and  in  Instalments  proportioned  to  the  Time  for  which  Interest 
is  paid  when  Interest  is  paid  for  a  longer  or  shorter  term  than  a  Half- 
Year.  It  shall  not  be  necessary  for  the  said  Officer  to  make  or  keep 
any  Memorandum  or  Entry  of  the  Name  of  the  Party  or  Person  own¬ 
ing  or  having  an  Interest  in  the  Bond,  Certificate,  Security  or  other 
Indebtedness,  from  the  Interest  on  which  said  Duties  shall  have  been 
collected  and  retained  as  aforesaid,  unless  required  by  the  Order  of  the 
Secretary  of  the  Treasury  so  to  do,  but  the  said  Officer  shall  be  charge¬ 
able  with  and  accountable  for  the  Amount  of  the  Lawful  Duty  upon 
all  the  Interest  paid  by  him,  excepting  that  Portion  thereof  in  respect 
to  which  such  Duty  shall  not  be  payable,  as  is  hereinafter  provided. 
Pi'ovided  lioiveveTj  That  if  the  Party  owning  such  Bond,  Certificate, 
or  other  Security  or  other  Indebtedness,  and  applying  for  the  Interest  due 
and  payable  thereupon,  shall  by  himself,  his  Agent,  or  Attorney,  pro¬ 
duce,  to  said  Officer,  Written  Evidence  of  the  Character,  in  the  Form 
and  with  the  Attestations  which  shall  have  been  required  by  the  Secre¬ 
tary  of  the  Treasury,  that  the  same  was,  at  the  Time  of  the  Passage  of 
this  Act,  and  has  ever  since  continued  to  be,  the  Property,  only  of  a 
Person  or  Persons,  residing  beyond  the  Jurisdiction  of  the  United 
States,  not  a  Citizen  or  Citizens  of  the  United  States,  and  that  the 
same  has  not  been  held  upon  any  Trust,  Understanding,  or  Secret 
Agreement,  for  the  Use,  Account,  or  Benefit  of  any  such  Citizen,  Cor¬ 
poration,  or  Person  residing  in  the  United  States,  and  that  the  same  is 
not  subject  to  any  Duty  imposed  by  this  Act,  said  Duty  shall  not  be 
payable,  and  said  Officer  shall  not  collect  and  detain  any  Portion  of  said 
Interest  for  the  Purposes  aforesaid. 

Section  3. — And  he  it  further  enacted.  That  the  Operation  of  this 
Law,  and  the  Duties  to  be  derived  under  it,  shall  not  be  defeated,  hin¬ 
dered,  or  lessened,  by  any  Alienation,  Sale,  or  Demise,  of  any  of  the 
said  Securities  or  Indebtedness,  or  by  the  Kemoval  of  the  same  beyond 
the  United  States,  but  in  all  such  Cases,  a  Duty  at  the  respective  Bates 
aforesaid  upon  the  Dividends  and  Interest  thereupon  payable  or  paid 
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shall  he  levied,  collected,  and  retained,  at  the  times  and  in  the  Manner 
and  Proportion  provided  hy  this  Act  for  the  Collection  of  said  Duties, 
and  the  Eight  of  the  United  States  to  collect  and  retain  the  Amount 
of  said  Duties,  shall  continue,  and  every  such  Alienation,  Sale,  Demise, 
or  Eemoval,  shall  be  subject  to  the  said  Eight,  and  to  the  Eight  in  like 
Manner  to  collect  and  retain  such  further  Duties  and  Taxes  as  shall  be 
provided  by  Law,  to  be  paid  upon  their  Income  from,  or  their  Property 
in,  the  said  Securities  or  Indebtedness,  by  Citizens  of  the  United  States 
or  Persons  residing  therein. 

Section  4. — And  he  it  further  enacted,  That  every  Officer  of  the 
United  States  whose  Duty  it  shall  be  to  pay  Interest  on  any  of  the 
Bonds,  Certificates,  or  other  Securities,  or  other  Indebtedness  of  the 
United  States,  before  receiving  any  of  the  Public  Moneys  for  that  Pur¬ 
pose,  shall  take  an  Oath  or  Affirmation  in  the  following  Form  :  1  do 

solemnly  swear  (or  affirm,  as  the  case  may  be)  that  I  will,  to  the  best 
of  my  Ability,  safely  keep  and  jireserve,  and  duly  pay  over  as  required 
by  Law,  all  Moneys  coming  to  my  Hands  or  in  my  Possession  belong¬ 
ing  to  the  Sinking  Fund  of  the  United  States,  and  that  I  will  not,  di¬ 
rectly  or  indirectly,  loan,  use,  convert,  or  exchange  the  same  or  any 
Part  thereof,  or  ]3ermit  any  one  to  loan,  use,  convert,  or  exchange  the 
same,  or  any  Part  thereof,  so  help  me  God.’"  It  shall  be  the  Duty  of 
such  Officer,  within  Ten  Days  after  the  Day  fixed  for  the  Payment  of 
such  Interest  as  aforesaid,  or  sooner  if  required  by  Law  or  by  any  Order 
or  Eegulation  of  the  Secretary  of  the  Treasury  so  to  do,  to  j^ay  over  in 
full  to  the  Treasurer  of  the  United  States  all  the  Monevs  which  shall 
have  come  to  his  Hands,  or  been  collected  or  retained  by  him  in  Pay¬ 
ment  of  any  of  the  Duties  provided  for  in  this  Act.  And  he  shall,  at 
the  Time  of  making  every  such  Payment  or  Deposit,  make  to  said 
Treasurer  a  Detailed  Eeport  in  Writing,  setting  forth  the  Amount  of 
said  Monevs  collected  and  retained  from  each  of  the  several  Classes  of 
the  Bonds,  Certificates,  or  other  Securities,  or  other  Indebtedness  of  the 
United  States,  in  Specie  and  in  Lawful  Money  respectively.  He  shall 
also  set  forth  in  said  Eeport  the  Amounts  of  Interest  paid,  without  re¬ 
taining  the  said  Duty  upon  each  of  said  Classes  of  Bonds,  Certificates, 
or  other  Securities,  or  other  Indebtedness,  in  Specie  and  in  Lawful 
Money  respectively,  the  Xames  and  Eesidence  of  the  Persons  to  whom 
paid,  and  the  Names  and  Eesidence  of  the  Parties  claiming  to  be  en¬ 
titled  to  the  same.  And  said  Eeport  shall  be  verified  by  the  Affidavit 
of  said  Officer  in  the  following  form  :  do  solemnly  swear  (or 
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affirm,  as  the  case  may  be)  that  to  the  best  of  my  Knowledge  and  Be¬ 
lief  the  above  Keport  is  a  full,  exact,  and  true  Statement  of  the  Mat¬ 
ters  therein  set  forth.  I  also  solemnly  swear  (or  affirm)  that  I  have,  to 
the  best  of  my  Ability,  safely  kept,  preserved,  and  paid  over  as  required 
by  Law,  all  Moneys  coming  to  my  Hands  or  in  my  Possession  belonging 
to  the  Sinking  Fund  of  the  United  States,  and  that  I  have  not,  directly 
or  indirectly,  loaned,  used,  converted,  or  exchanged  the  same  or  any 
Part  thereof,  or  permitted  any  one  to  loan,  use,  convert,  or  exchange 
the  same  or  any  Part  thereof,  so  help  me  God.^^  The  said  Officer  shall, 
within  Twenty-four  Hours  after  making  said  De230sit,  leave  a  Dupli¬ 
cate  of  said  Keport  and  Affidavit  with  the  Secretary  of  the  Treasury. 
If  the  said  Officer  shall  corruptly  and  wilfully  break  or  neglect  to  keep 
and  observe  any  of  the  Provisions  of  this  Section,  or  if  he  shall  swear 
wilfully,  corruptly,  and  falsely  to  any  Affidavit  so  made  by  him  as  afore¬ 
said,  he  shall  be  guilty  of  a  Felony,  and  upon  Indictment  and  Convic¬ 
tion  shall  be  punished  by  Imprisonment  not  less  than  One  Year  and  not 
more  than  Ten  Years. 

Section  5.  And  be  it  further  enacted,  That  all  the  Moneys  so  col¬ 
lected  and  reserved  as  aforesaid,  together  with  all  Moneys  which  shall 
be  appropriated  by  Congress  or  otherwise  contributed,  donated  or  be¬ 
queathed  to  the  United  States  for  that  puiq^ose,  shall  be  and  remain  a 
Trust  Fund,  to  be  kept,  managed,  and  applied,  only  upon  the  Trusts  to 
the  Uses  and  for  the  Purposes  herein  provided.  The  Title  to  the  same 
and  every  Part  thereof,  shall  vest  irrevocably  in  a  Board  of  Trustees, 
consisting  of  the  Secretary  of  the  Treasury,  the  Attorney-General,  and 
the  Commissioner  of  Internal  Kevenue,  who  shall  be  ex  officio  the 
Members  of  said  Board,  and  the  Secretary  of  the  Treasury  shall  be  the 
President  thereof.  The  said  Board,  under  the  Name  and  Style  of  ‘‘The 
Trustees  of  the  Sinking  Fund  of  the  United  States,”  shall  have  a  Com¬ 
mon  Seal  and  Perpetual  Succession,  until  the  final  Payment  of  the 
Public  Debt  of  the  United  States,  and  the  Execution  of  the  Trusts 
hereby  created.  They  shall  have  no  Power  to  draw  any  Part  of  said 
Fund  from  the  Treasury  of  the  United  States,  except  from  Time  to 
Time  to  invest  the  same  immediately  in  Bonds  or  other  Securities  of 
the  United  States,  the  Part  of  said  Fund  consisting  of  Lawful  Money 
to  be  invested  in  Securities  payable  in  Lawful  Money,  and  the  Part  of 
the  same  consisting  of  Specie  to  be  invested  in  Securities  payable  in 
Specie,  and  ujion  the  Final  Payment  of  the  said  Public  Debt,  and  with¬ 
in  Ninety  Days  thereafter  to  jiay  over  the  Kesidue  of  the  same  to  the 
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several  States,  in  proportion  to  tlie  Population  thereof,  as  determined 
by  the  last  preceding  Census  of  the  United  States,  to  he  used  and 
appropriated  for  the  Use  of  the  Inhabitants  of  said  States,  for  the  Use 
of  Schools.  The  said  Trustees  are  hereby  authorized  and  required  to 
keep,  manage  and  apply  said  Fund  in  Trust  for  the  Uses  and  Purposes 
aforesaid,  and  the  Remainder,  and  Equitable  Estate  in  the  same,  shall 
he  vested  and  shall  continue  in  the  Inhabitants  of  the  United  States, 
for  the  Use  of  Schools,  and  no  Expenses  or  Charges  of  any  Kind  shall 
be  paid  from  said  Fund. 

Section  6.  And  he  it  further  enacted,  That  within  Thirty  Days  after 
every  Regular  Day  for  the  Payment  of  Interest  on  any  Part  of  the 
Securities  of  the  United  States,  if  the  Moneys  standing  to  the  Credit 
of  said  Fund  shall  exceed  One  hundred  thousand  Dollars,  it  shall  be 
the  Duty  of  such  Trustees,  upon  due  and  Public  Advertisement,  to  in¬ 
vest  the  same  in  Bonds  as  aforesaid  and  said  Bonds  and  Couj^ons  there¬ 
on  so  bought  as  aforesaid  shall  each  be  immediately  stamped  with  a 
sharp  Steel  Die,  cutting  the  following  Words  through  the  Pa]3er  and 
across  the  Signature,  Property  of  the  United  States  Sinking  Fund 
not  assignable  the  Letters  of  said  Words  shall  be  of  a  Size  not  less 
than  Oue-quarter  of  an  Inch  in  Length.  And  it  shall  be  the  Duty  of 
the  President  of  said  Board,  to  superintend  and  personally  view  the 
Stamping  of  said  Bonds  and  Coupons  aforesaid.  The  said  Bonds  shall 
be  preserved  and  presented  at  the  Treasury  of  the  United  States,  when¬ 
ever  the  Interest  shall  be  payable,  and  the  Interest  on  the  same,  less  the 
Amount  of  the  Government  Duties  created  by  this  Act,  shall  be  do- 
posited  immediately  to  the  Credit  of  the  said  Fund,  but  the  same  shall 
be  subject  to  no  other  Deduction. 

Section  7.  A7id  he  it  further  enacted,  That  it  shall  be  the  Duty  of 
the  Secretary  of  the  Treasury  with  every  Publication  of  the  Condition 
or  Amount  of  the  Public  Debt,  to  make  and  publish  a  Statement  of  the 
Condition  and  Amount  of  the  said  Sinking  Fund. 


Section  8.  And  he  it  further  enacted,  That  whenever  and  as  soon 
as  any  of  said  Bonds  or  other  Securities  so  lield  by  said  Trustees,  as 
aforesaid,  shall  be  paid,  the  Moneys  received  in  Payment  thereof  shall 
be  deposited,  held,  invested,  and  managed  in  the  same  Manner,  and 
Subject  to  the  same  Provisions,  with  the  Moneys  derived  from  the 
Duties  herein  ^Drovided  for.  Said  Bonds  or  other  Securities  shall  not  be 
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exchangeable  for  other  Bonds  or  other  Evidences  of  Indebtedness,  either 
before,  at  the  time  of,  or  after  their  Maturity. 

Section  9.  And  he  it  further  enacted,  That  whenever  the  Public 
Debt,  exclusive  of  the  said  Sinking  Fund,  shall  have  been  reduced  to 
Three  hundred  Millions  of  Dollars,  all  of  said  Bonds  and  Securities 
then  on  Hand,  with  the  Exception  of  Three  hundred  Millions  of  Dol¬ 
lars  of  the  most  valuable  of  the  same,  which  shall  be  as  nearly  as  may 
be,  all  of  the  same  Denomination,  Value  and  Kate  of  Interest,  shall  be 
counted,  entered  of  Record  by  the  Numbers  in  the  Office  of  the  Secre¬ 
tary  of  the  Treasury,  and  cancelled  and  destroyed  by  both  cutting  and 
burning  the  same,  in  the  Presence  and  under  the  Observation  of  all  the 
Members  of  said  Board.  The  said  Bonds  and  Securities  so  reserved 
from  Cancellation,  as  aforesaid,  shall  be  held,  and  the  Interest  at  the 
Kate  provided  in  that  Behalf,  shall  be  paid  by  the  United  States,  not¬ 
withstanding  and  after  the  Principal  of  the  same  shall  have  become 
due. 

Section  10. — And  he  it  further  enacted,  That  after  all  the  Bonds  or 
other  Securities  of  the  United  States  shall  have  fallen  due,  and  all  of 
the  same  which  had  been  presented  for  Payment  shall  have  been  paid, 
the  Secretary  of  the  Treasury  shall  duly  and  publicly  advertise  for  Six 
Months,  requiring  said  Outstanding  Bonds  and  other  Securities,  except 
any  of  said  Bonds  and  Securities  belonging  to  said  Sinking  Fund,  to  be 
presented  for  Payment,  and  the  same  shall  be  paid  on  Presentation. 
After  the  Expiration  of  said  Term  of  Six  Months,  all  of  said  Bonds  and 
Securities  which  shall  not  have  been  presented  for  Payment,  with  the 
Exception  aforesaid,  shall  be  presumed  to  have  been  lost  or  destroyed, 
and  the  Public  Debt  of  the  United  States,  with  the  Exception  aforesaid 
of  the  said  Bonds  and  Securities  belonging  to  the  said  Sinking  Fund, 
shall  be  deemed  to  be  finally  paid  and  discharged  for  the  Purposes  of 
this  Act,  and  thereupon  the  Rest  and  Residue  of  all  of  the  Moneys  and 
Funds  held  by  said  Trustees,  upon  the  Trusts  and  to  the  Uses  afore¬ 
said,  shall  be  paid  over  as  hereinbefore  provided,  and  the  same  are 
hereby  appropriated  for  that  Purpose. 

Section  11. — And  he  it  further  enacted.  That  the  Principal  of  the 
said  Bonds  and  Securities  belonging  to  the  said  Sinking  Fund  at  the 
Time  of  the  said  Final  Payment,  shall  be  and  continue  forever  a  Debt  of 
the  United  States  to  the  People  of  the  several  States,  and  shall  be 
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deemed  to  be  a  Settlement  of  all  Claims  of  any  and  all  the  States  to 
Compensation  from  the  United  States^  for  any  Advances  made^  or 
Moneys  or  Men  before  that  Time  furnished,  for  the  Support  or  Assist¬ 
ance  of  the  United  States.  An  Average  shall  be  made  of  the  Rates  of 
Interest  provided  by  the  several  Laws  authorizing  the  issue  of  said 
Bonds  and  Securities,  if  they  should  bear  Interest  at  different  Rates, 
and  if  the  amount  of  said  Average  be  Fractional,  the  necessary  Fraction 
shall  be  added  to  said  Amount,  to  raise  the  same  to  the  next  highest 
Integer  or  Whole  Humber,  and  the  Amount  of  said  Integer  shall  there¬ 
upon  constitute  the  Rate  of  Interest  upon  said  Debt,  and  for  ever 
thereafter  Interest  in  the  Nature  of  a  Perpetual  Annuity  shall  be  paid 
annually  by  the  Secretary  of  the  Treasury  on  the  Twenty-second  Day 
of  February  of  each  and  every  Year,  at  the  Rate  last  aforesaid,  upon 
said  Debt,  to  the  several  States,  in  Proportion  to  the  Population  thereof, 
as  ascertained  by  the  last  preceding  Census  of  the  United  States,  to  be 
received  and  expended  by  said  States  for  the  Use  of  Schools,  and  for  no 
other  Use  or  Purpose  whatsoever,  and  the  Amount  of  said  last-men¬ 
tioned  Interest,  and  the  Monies  accruing  therefrom,  are  hereby  appro¬ 
priated  to  be  paid  as  aforesaid. 

Section  12.  And  be  it  further  enacted.  That  whenever  the  Secretary 
of  the  Treasury  shall  have  received  Notice  in  Writing  from  the  Owners 
of  Fifty  Millions  of  Dollars  of  the  Securities  of  the  United  States, 
of  their  Acceptance  of  the  Provisions  of  this  Act,  and  their  Agreement 
duly  to  present  their  said  Securities  for  the  Payment  of  the  Interest 
thereon,  and  to  pay  without  Opposition,  in  the  manner  herein  provided, 
the  Duties  imposed  by  this  Act,  together  with  Satisfactory  Evidence  of 
their  Ownership  of  such  Securities,  the  said  Owners,  their  Representa¬ 
tives  and  Assigns,  shall  be  deemed  to  be  equitably  and  beneficially  in¬ 
terested  in  the  Application  of  the  Proceeds  of  said  Duties  to  the  Pur¬ 
poses  specified  in  this  Act,  and  this  Act  shall  be  and  remain  a  Con¬ 
tract  on  the  Part  of  the  United  States,  to  and  with  said  Owners  their 
Representatives  and  Assigns,  (1)  that  the  Duties  hereby  imposed  shall 
continue  unchanged  until  the  Final  Payment  of  the  Public  Debt,  (2) 
that  the  Proceeds  thereof  shall  be  applied  as  herein  provided,  (3)  that 
this  Act  shall  be  Perpetual  until  after  said  Final  Payment,  and,(4)  that 
no  New  or  Additional  Duty  or  Tax  shall  be  imposed  or  levied  by  the 
United  States,  either  upon  Incomes  or  upon  Dividends  derived  from 
any  of  said  Bonds,  Notes  or  other  Securities  or  other  Indebtedness  of 
the  United  States,  or  upon  the  Principal  thereof,  excepting  the  same 
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Duty  or  Tax  be  equally  imposed  and  levied  upon  all  Incomes  or  directly 
upon  all  Personal  and  Eeal  Property  within  the  United  States,  subject 
to  Taxation.  And  the  Secretary  of  the  Treasury  shall  thereupon  give 
Notice,  by  Publication,  of  the  Keceipt  by  him  of  said  Acceptance,  and 
of  the  Effect  thereof.  Provided,  however,  That  the  Delay  or  Kelusal 
of  said  Owners  to  give  said  Acceptance,  shall  not  prevent  or  hinder 
this  Act  from  taking  effect,  but  the  si;me  shall  be  and  remain  in 
Full  Force  and  Effect,  and  the  Duties  heiein  provided  for  shall  be¬ 
come  payable  from  and  alter  the  Passage  thereof. 


Form  of  Proposed  Constitutional  Amendment  in  lieu  of  Art.  1, 
Sec.  9,  If  4. 


No  capitation  tax  shall  he  laid  unless  in  proportion  to  the  census  or 
enumeration  hereinbefore  directed  to  he  taken,  hut  all  other  direct  taxes 
shall  he  laid  uniformly  throughout  the  United  States  in  proportion  to 
the  assessed  value  of  property. 


